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Agricultural Trade Development and Assistance Act of 1954 





MONDAY, MAY 5, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met pursuant to notice at 10:10 a. m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) pre- 
siding. 

The Cuatrrman. The committee will please be in order. 

Off the record. 

( Discussion off the record.) 

The CHarrman. Mr. Paarlberg, we are delighted to have you before 
the committee this morning for a discussion of the extension of Public 
Law 480. 

There have been several bills introduced with that purpose in mind: 
1 by Mr. Matthews, 1 by Mr. Harrison, 1 by Mr. Dingell, 1 by Mr. 
Anfuso, 1 by Mr. Abernethy and others. I think they all have the 
same purpose. We also have S. 3420, which has passed the Senate, and 
a bill introduced on February 4, H. R. 10487, and House Concurrent 
Resolution 224. 

(The bills referred to, H. R. 10117, H. R. 9894, H. R. 11906, H. R. 
4358, H. R. 9893, S. 3420, H. R. 10487, and H. Con. Res. 224 are as 
followe :) 


{H. Con, Res, 224, 85th Cong., 1st sess. ] 
CONCURRENT RESOLUTION 


Whereas the Congress in enacting the Commodity Credit Corporation Charter 
Act in 1949 sought to find a profitable outlet for surplus agricultural commodi- 
ties by conferring upon the Commodity Credit Corporation the authority “upon 
terms and conditions prescribed or approved by the Secretary of Agriculture” 
to barter such commodities for strategic and critical materials produced abroad ; 
and 

Whereas under such authority a very small volume of exchange transactions 
was consummated ; and 

Whereas, because of its dissatisfaction with the lack of progress of the barter 
program under such existing authority, the Congress in 1954 included in the 
Agricultural Trade Development and Assistance Act Section 303 directing the 
Secretary of Agriculture to “use every practicable means” to dispose of agricul- 
tural surpluses by barter whenever he has reason to believe that “there may be 
opportunity to protect the funds and assets of the Commodity Credit Corporation 
by barter or exchange of such agricultural commodities for strategic materials 
entailing less risk of loss through deterioration or substantially less storage 
charges” and other materials and services ; and 

Whereas under this new directive and authority very substantial quantities of 
surplus agricultural commodities were exchanged for strategic and other ma- 
terials ; and 


1 
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Whereas the Department of Agriculture by action announced on May 28, 1957, 
has established a new Departmental program for such barter or exchange trans- 
action which in effect nullifies the policy established by Congress in section 308 
- the Agricultural Trade Development and Assistance Act of 1954: Therefore 

it 

ResolWwed by the House of Representatives (the Senate concurring), That it 
is the sense of the Congress that (1) provisions of law heretofore enacted by the 
Congress to encourage and facilitate the exchange of surplus agricultural com- 
modities for other materials are not being carried out effectively, (2) the pro- 
gram for the implementation of those laws announced by the Department of 
Agriculture on May 28, 1957, unduly restricts such exchanges and for that reason 
is contrary to the policy established by the Congress in the enactment of those 
provisions, and (3) the restraints imposed by that announced program upon such 
exchanges should be rescinded pending further action by the Congress with 
respect thereto. 

Sec. 2. Copies of this resolution shall be transmitted to the President and to 
the Secretary of Agriculture. 


[S. 3420, 85th Cong., 2d sess.] 
AN ACT To extend and amend the Agrienizaca! Trade Development and Assistance Act of 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 103 (b) of the Agricul- 
tural Trade Development and Assistance Act of 1954, as amended (Public Law 
480, Eighty-third Congress) is amended to read as follows: 

“(b) Agreements shall not be entered into under this title during any fiscal 
year which will call for appropriations to reimburse the Commodity Credit 
Corporation, pursuant to subsection (a) of this section, in amounts in excess 
of $1,500,000,000, plus any amount by which agreements entered into in prior 
fiscal years (beginning with the fiscal year ending June 30, 1958) have called 
or will call for appropriations to reimburse the Commodity Credit Corporation 
in amounts less than authorized for such prior fiscal years.” 

Sec. 2. (a) Section 104 of such Act is amended by inserting before the period 
at the end of the first sentence of paragraph (h) thereof the following: “and 
for the financing of programs for the interchange of persons under title II of 
the United States Information and Educational Exchange Act of 1948, as 
amended (22 U. 8. C. 1446)”. 

(b) Such section is further amended by adding after paragraph (j) the 
following new paragraph: 

“(k) For providing assistance, by grant or otherwise, in the expansion or 
operation in foreign countries of established schools, colleges, or universities 
founded or sponsored by citizens of the United States, for the purpose of enabl- 
ing such educational institutions to carry on programs of vocational, pro- 
fessional, scientific, technological, or general education; and in the supporting 
of workshops in American studies or American educational techniques, and 
supporting chairs in American studies.” 

Sec. 3. Section 109 of such Act is amended by striking out “June 30, 1958” 
and inserting in lieu thereof “June 30, 1960”. 

Sec. 4. Section 204 of such Act is amended by striking out “June 30, 1958” 
and inserting in lieu thereof “June 30, 1960”. 

Seo. 5. Section 206 (a) of the Agricultural Act of 1956 is amended by inserting 
before the period at the end thereof a semicolon and the following: “but no 
strategic or critical material shall be acquired by the Commodity Credit Cor- 
poration as a result of such barter or exchange except for such national stock- 
pile, for such supplemental stockpile, for foreign economic or military aid or 
assistance programs, or for offshore construction programs”. 

Sec. 6. In carrying out the provisions of the Agricultural Trade Development 
and Assistance Act of 1954, as amended, extra long staple cotton shall be made 
available for sale pursuant to the provisions of title I of the Act in the same 
manner as upland cotton or any other surplus agricultural commodity is made 
available, and products manufactured from upland or long-staple cotton shall 
be made available for sale pursuant to the provisions of title I of the Act as 
long as cotton is in surplus supply, and no discriminatory or other conditions 
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shall be imposed which will prevent or tend to interfere with their sale or 
availability for sale under the Act. 

Passed the Senate March 20 (legislative day, March 17), 1958. 

Attest : Fe.tton M. JoHNSTON, Secretary. 


[H. R. 4358, 85th Cong., Ist sess.] 


A BILL To amend the Agricultural Trade Development and Assistance Act of 1954 so as 
to authorize sales on credit 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 105 of the Agricultural 
Trade Development and Assistance Act of 1954, as amended, is amended to 
read as follows: 

“Sec. 105. Foreign currencies accruing from sales pursuant to this title shall 
be paid at such times, not later than ten years after delivery of the commodities, 
as the President shall in each case determine and shall be deposited in a special 
account to the credit of the United States. Such currencies shall be used only 
pursuant to section 104 of this title, and any department or agency of the 
Government using any such currencies for a purpose for which funds have 
been appropriated shall reimburse the Commodity Credit Corporation in an 
amount equivalent to the dollar value of the currencies used.” 


[H. R. 9893, 85th Cong., 2d sess.] 
A BILL To extend and expand the authority of Public Law 480, Eighty-third Congress 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development 
and Assistance Act of 1954, as amended, is further amended— 

(1) by striking out of section 103 (b) the figure “$4,000,000,000 and in- 
serting in lieu thereof ‘“$5,500,000,000” and 

(2) by striking out of sections 109 and 204 the date “June 30, 1958” and 
inserting in lieu thereof the date “June 30, 1959”. 


[H. R. 9894, 85th Cong., 2d sess.] 
A BILL To extend and expand the authority of Public Law 480, Highty-third Congress 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development 
and Assistance Act of 1954, as amended, is further amended— 

(1) by striking out of section 103 (b) the figure ‘$4,000,000,000” and 
inserting in lieu thereof ‘'$5,500,000,000" and 

(2) by striking out of sections 109 and 204 the date “June 30, 1958” and 
inserting in lieu thereof the date “June 30, 1959”. 


[H. R. 10117, 85th Cong., 2d sess.] 


A BILL To extend and expand the authority of Public Law 480, Eighty-third Congress 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development 
and Assistance Act of 1954, as amended, is further amended— 

(1) by striking out of section 108 (b) the figure ‘$4,000,000,000” and 
inserting in lieu thereof “$5,500,000,000" and 

(2) by striking out of sections 109 and 204 the date “June 30, 1958” and 
inserting in lieu thereof the date “June 30, 1959”. 





4 EXTEND PUBLIC LAW 480 


(H. R. 10487, 85th Congress, 2d sess. ] 


A BILL To extend and expand the operations of the Agricultural Trade Development and 
Assistance Act of 1954, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development and 
Assistance Act of 1954, as amended, is amended as follows: 

(a) Sections 109 and 204 of such Act are amended by striking out “1958” and 
substituting in lieu thereof “1959’’. 

(b) Section 103 (b) of such Act is amended by striking out “$4,000,000,000” 
and inserting in lieu thereof “$5,500,000,000”. 

Sec. 2. Section 303 of the Agricultural Trade Development and Assistance Act 
of 1954 is amended to read as follows: 

“Sec. 303. Along with other authorized methods and means of disposing of 
agricultural commodities owned by the Commodity Credit Corporation, the Secre- 
tary is directed to protect the funds and assets of the Commodity Credit Corpo- 
ration by barter or exchange of such agricultural commodities for (a) materials 
entailing less risk of loss through deterioration or substantially less storage 
charges, or (b) materials, goods or equipment required in connection with foreign 
economic and military aid and assistance programs, or (c) materials or equip- 
ment required in substantial quantities for offshore construction programs, he 
is hereby directed to use every practicable means, in cooperation with other 
Government agencies, t@arrange and make, through private trade channels, 
such barters or exchanges or to utilize the authority conferred on him by section 
4 (h) of the Commodity Credit Corporation Charter Act, as amended, to make 
such barters or exchanges: Provided, That the total volume of the transactions 
directed by this section shall not exceed $500,000,000 annually, unless specifically 
authorized by the Congress. The authorities contained in this section shall, in 
addition to other types of transactions, permit the domestic processing of raw 
materials of foreign origin or of domestic origin where the domestic processor 
agrees to import an equivalent amount of similar foreign material. Agencies of 
the United States Government procuring such materials, goods, or equipment 
are hereby directed to cooperate with the Secretary in the disposal of surplus 
agricultural commodities by means of barter or exchange. Materials so acquired 
by the Commodity Credit Corporation shall be considered as assets of the Cor- 
poration and other agencies of the Government, in purchasing such materials, 
Shall purchase such materials from Commodity Credit Corporation inventories 
to the extent available in fulfillment of their requirements. The Secretary is 
also directed to assist, through such means as are available to him, farmers’ co- 
operatives in effecting exchange of agricultural commodities in their possession 
for strategic materials.” 

Sec. 3. Subsections (a) and (b) of section 206 of Public Law 540, Eighty- 
fourth Congress, are amended to read as follows: 

“(a) Materials acquired by the Commodity Credit Corporation as a result of 
barter or exchange of agricultural commodities or products, unless acquired for 
the national stockpile established pursuant to the Strategic and Critical Mate- 
rials Stock Piling Act (50 U. S. C. 97-98h), or for other purposes shall be trans- 
ferred to the supplemental stockpile established by section 104 (b) of the Agri- 
cultural Trade Development and Assistance Act of 1954 (7 U.S. C. 1704). 

“(b) Materials acquired by the Commodity Credit Corporation as a result of 
barter or exchange of agricultural commodities or products may be entered, or 
withdrawn from warehouse, free of duty.” 





{H. R. 11906, 85th Congress, 2d sess. ] 


A BILL To amend the Agricultural Trade Development and Assistance Act to permit use 
of counterpart funds derived from sale of surplus agricultural commodities abroad for 
acquiring significant foreign scholarly works 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 104 of the Agricultural Trade 
Development and Assistance Act of 1954 is amended by striking out the period 
at the end of paragraph (j) and inserting in lieu thereof a semicolon, and by 
inserting after such paragraph the following new paragraph : 

“(k) For financing projects for (1) the analysis and evaluation of foreign 
books, periodicals, and other materials to determine whether they would provide 
information of technical, scientific, or educational significance in the United 








~ 


EXTEND PUBLIC LAW 480 o 


States, (2) the registry, cataloging, abstracting, and translating of such books, 
periodicals, and materials determined to have such significance, and (3) the ac- 
quisition of such books, periodicals, and other materials and the deposit thereof 
in research centers in the United States specializing in the areas to which 
they relate.” 

The Cuatrman. I suppose you have had an opportunity to see and 
study all of these bills, have you not ? 

Mr. Paartpera. Our people have reviewed them all, Mr. Chairman. 

The CyarrMan. You have a prepared statement, which you may 
present at this time, and then we shall discuss the bills. 


STATEMENT OF DON PAARLBERG, ASSISTANT SECRETARY, UNITED 
STATES DEPARTMENT OF AGRICULTURE; ACCOMPANIED BY 
WALTER C. BERGER, ADMINISTRATOR, COMMODITY STABILIZA- 
TION SERVICE, AND EXECUTIVE VICE PRESIDENT OF THE COM- 
MODITY CREDIT CORPORATION; AND PAT O'LEARY, DIRECTOR 
OF THE FOREIGN TRADE PROGRAMS DIVISION OF FOREIGN 
AGRICULTURAL SERVICE; AND GORDON 0. FRASER, ASSISTANT 
ADMINISTRATOR FOR MARKET DEVELOPMENT PROGRAMS, 
FOREIGN AGRICULTURAL SERVICE 


Mr. Paar.eera. I should like first to introduce the gentlemen who 
are at the table with me here this morning. 

On my right is Walter C. Berger, Administrator of the Commodity 
Stabilization Service and Executive Vice President of the Commodity 
Credit Corporation. 

On my far left is Pat O'Leary, who is Director of the Foreign Trade 
Programs Division of the Foreign Agricultural Service. 

On my immediate left, Mr. Gordon O. Fraser, who is Assistant 
Administrator for Market Development Programs in the Foreign 
Agricultural Service. 

I appreciate this opportunity to discuss with you operations under 
Public Law 480 and to present our views on extension of the program. 

The program has made it possible for us to make constructive use 
of our agricultural surpluses at home and abroad. 

First of all, I wish to make it clear that our major emphasis is on 
sales for dollars, not on sales for foreign currency. 

Last year about 60 percent of our agricultural exports were for dol- 
lars. We intend to keep that percentage as high as possible, and to 
keep our total exports as high as possible. 

To permit continuation of a high level of exports, we recommended 
that foreign currency sales under title I be extended for 1 year through 
June 30, 1959; that the authorization be increased by $1.5 billion; and 
that title Il, which authorizes the use of food for emergency relief 
abroad also be extended for 1 year. 

Balances available from the current $800 million authorization for 
title IT, however, are sufficient to permit continuation of operations 
for the additional period. 

Title III, which provides for donations through voluntary relief 
agencies and for barter transactions, does not have an expenditure 
limitation or an expiration date under the act. 
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SUMMARY OF TITLE I OPERATIONS 


The current $4 billion authorization to make foreign currency sales 
under title I is virtually exhausted. Signed agreements have com- 
mitted over $3.8 billion and the small, remaining balance is being used 
to meet emergency situations. We urge therefore, that prompt con- 
sideration be given to the extension. 

The agreements already signed provide for the shipment of 586 
million bushels of wheat, 3.2 million bales of cotton, 26 million bags 
of rice, 1.9 billion pounds of vegetable oils, 146 million bushels of 
feed grains, 192 million pounds of tobacco, 150 million pounds of 
meat, 220 million pounds of lard, 212 million pounds of dairy prod- 
ucts, 186 million pounds of fruit and vegetables, as well as other 
commodities. 

Mr. Ausert. What period is that for? 

Mr. Paarueerc. That is for the entire period to date, from the 
‘Scan of the program to the present time. 

1955-56, the first full year of operation of title I, foreign cur- 
rency shipments totaled $440 million at export market value. Dur- 
ing 1956-57, Title I shipments amounted to $900 million. 

reements signed to date will result in foreign currency pga 
of about $2.7 billion. About 55 percent of the total will be used 
for economic development purposes in importing countries, 10 per- 
cent will be used to support the defense forces of our allies, and the 
remaining 35 percent is planned for meeting United States expenses 
overseas and expanding certain United States programs. Currency 
uses will be discussed in more detail later in this statement. 


NEED FOR HXTENSION OF ACT 


Public Law 480 was passed with the primary purpose of aiding 
in the disposal of large, accumulated surpluses. When the act was 
passed, the Commodity Credit Corporation’s investment in agricul- 
tural commodities was valued at $6 billion. This investment con- 
tinued to rise in the next 2 years and totaled $8.2 billion on June 30, 
1956. 

As disposal programs, including CCC exports for dollars at world 
prices, began to have full effect, this rise in investment was arrested 
and a downward trend was started. 

CCC’s investment in agricultural commodities on June 30, 1957, 
was $7.3 billion. It is estimated that CCC’s investment in com- 
modities as of June 30, 1958, will be reduced to about $6.8 billion, 
which compares with $8.2 billion 2 years ago. 

These reductions, resulting mainly from disposals of wheat and 
cotton, would have been greater except for the extremely large har- 
vest of feedgrains last year. 

It seems likely that United States agricultural production will 
continue at a high level and CCC will continue to take over produc- 
tion in excess of domestic use and commercial export outlets. 

Emphasis has been given to export sales for dollars and these sales 
have reached extremely high levels in the last 2 years. But under 
any foreseeable circumstances, dollar sales will not be sufficient to 
move the surplus which may accumulate in CCC hands. 
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Originally, we had planned to program part of the new authori- 
zation before June 30, if the extension had been granted soon enough. 

It would be particularly desirable to negotiate large programs dur- 
ing the next 2 or 3 months to yield best results in terms of orderly 
export shipments and direct benefit to farmers. ; 

In the title I program, orderly programing and shipping is ex- 
tremely important. These are dependent on continuous program- 
ing without time out between utilization of separate authorizations. 

Ve have run into periods when title I programing has come to a 
standstill; for aamnat the development of new agreements virtually 
ceased in January 1957, when our authorization was almost exhausted. 

The availability of funds during the following months would have 
avoided a backlog of program requests from interested countries. 

This backlog resulted in the necessity to scale down, delay, or 
exclude country programs, and in erratic shipment performance. 

Shipments were running about 800,000 tons a month last spring— 
these dropped off to less than 400,000 tons and increased to about 600,- 
000 tons in January as shipments were being made against fiscal year 
1958 country programs. 


EFFECT OF EARLY EXTENSION 


Obtaining an extension of the act soon would prevent a slump in 
shipments during this summer and fall. 

Consdaving the $700 million in commodities unshipped as of June 
30, 1957, and the $1 billion authorization we are now committing, it is 
estimated that an additional $1.5 billion would result in shipments as 
follows: 

{In billions] 


DES cing ce inns scape ip Ee I tncinentensdinemenunirabeenalins $1.4 
REO en malar eee eats coe meres, he St eat aindinatiintncancdemuaae 

The extension would thus allow us to maintain title I exports in 
fiscal year 1959 at about the same level as 1957. 


PROGRAM RESULTS 


Title I originally provided for an authorization of $700 million in 
terms of cost to the Government of commodities supplied under the 
program. The value of these commodities at current world prices, of 
course, is considerably less. 

This authorization has been raised 3 times and now is $4 billion. 
Over $3.8 billion of this limit has moved or will move under more than 
100 agreements signed with 35 friendly countries. Most of the balance 
is in negotiation or earmarked for specific countries. 

Agreements totaled about $475 million in the year ending June 30, 
1955; about $975 million in 1955-56; about $1.5 billion last year; and 
about $875 million thus far this year. 

The increase in title I shipments from year to year has been one of 
the major factors leading to the rise in our total agricultural exports. 

In 1954-55 our agricultural exports had a market value of $3.1 
billion. Title I shipments were small that year accounting for 3 per- 
cent of the total. 

In 1955-56, our agricultural exports rose to $3.5 billion. Title I 
accounted for 12 percent of the total. 
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In 1956-57, the year ending last June 30, our agricultural exports 
rose to an all-time high of $4.7 billion. Title I shipments made up 
almost 20 percent of the total, or about $900 million. 

The rise in total exports was the principal reason that the direction 
of surplus accumulations was reversed last year. 

During 1956-57, CCC investment in price-support commodities de- 
clined almost $1 billion with the principal reductions being in wheat, 
cotton, and rice—commodities for oo there were heavy movements 
under the title I program. 

I would like to mention some of the individual commodity perform- 
ances : 

WHEAT 


Wheat has been one of our greatest surplus problems. Stocks in 
Government hands increased in each of the 5 years prior to last year; 
last year, however, wheat exports reached the record high of 550 
million bushels. In other words, last year we exported almost as 
much wheat as we consume domestically in an entire year. 

About 200 million bushels of this total moved against sales for 
foreign currencies under the title I program. The record shipment 
resulted in a reduction of about 125 million bushels in the carryover 
of wheat. 

It is expected that exports this year will be about 400 million 
bushels; in order to achieve this total, more than 40 percent is being 
moved under title I. 


SOYBEAN OIL AND COTTONSEED OIL 


Exports of soybean oil and cottonseed oil have established new 
record levels during the past 3 years and will continue high this season. 
In each of the 3 years the major reason for the increase was shipments 
made under the title I foreign-currency program. Last year, for 
example, we exported nearly 1.4 billion pounds of these oils. Almost 
50 percent of the total moved under the title I program. 

The title I program has been helpful in keeping soybeans out of 
price-support trouble. Despite a record harvest this year, the impact 
on the market has been relatively mild. Although the carryover of 
soybeans by CCC is expected to be larger than last year, the carryover 
will be only a small percentage of the crop. 


COTTON 


The major reason that our cotton exports expanded so markedly in 
in 1956-57 was the stability and confidence given to world markets by 
the CCC export program. 

Exports last year reached 7.6 million bales, the highest total in a 
quarter of acentury. Nearly 20 percent moved under the title I pro- 
gram. The expanded exports have made possible a reduction in CCC 
cotton stocks for the first time in 6 years. 

Instead of adding to the existing surplus carryover, stocks this past 
season were reduced by more than 3 million bales. Additional reduc- 
tions will be made this year with total cotton exports expected to 
remain relatively high at about 5.7 million bales. About 15 percent 
will be moved under title I. 
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RICE 


A substantial reduction in surplus stocks of rice resulted from a 
record export year in 1956-57 which totaled about 26 million bags, 
of which 18 million bags moved under foreign-currency sales. 

The title I shipments \ went to India, Korea, Pakistan, and Indonesia, 
where increases in consumption would be obtained without affecting 
world markets. 

These movements have disposed of surpluses which had accumulated 
since the 1953 crop and have greatly improved domestic marketing 
conditions, 


USES OF FOREIGN CURRENCY 


Foreign currencies received in payment for commodities are de- 
posited to the account of the United States overseas and are used for 
purposes authorized in section 104 of Public Law 480 and specified in 
the sales agreement. 

Several “departments and agencies have responsibility for adminis- 
tering the expenditure of these currencies. 

For example, the Department of Agriculture is concerned with the 
use of currencies for agricultural market development purposes; the 
International Cooperation Administration for currencies loaned back 
to importing countries for economic development purposes; and the 
Export-Import Bank of Washington for currencies loaned to private 
business firms. 

About $45 million in currencies has been tentatively earmarked for 
agricultural market development under existing agr eements. 

“To date, approximately $10 million of this is ; being obligated for 
approved projects, together with contributions by private trade organi- 

zations cooperating in these projects of over $3 million. 

Results of these promotion efforts are already evident. 

Cotton promotion projects undertaken in 21 countries have been a 
factor in the free movement of cotton overseas and should continue to 
encourage exports for some time to come. 

The tile I poultry sale to the Republic of Germany, plus a promo- 
tion project resulted in dollar purchases by that country of more than 
4 million pounds of poultry in 1957. Thus far in 1958, West Germany 
has allocated dollars for an additional 3 million pounds of poultry. 

Particularly good results have been obtained in Japan in maintain- 
ing United States wheat and tallow exports, and increasing the use of 
United States leaf tobacco. 

Commercial supermarkets have been opened up in Italy and other 
countries following a supermarket exhibit held in Rome in June 1956. 

We believe that as more projects are undertaken and more products 
exhibited at trade fairs, our export markets for many commodities 
will widen considerably. 

About half the foreign currencies expected to accrue under existing 
agreements will be loaned back to importing countries for use in 
economic development projects agreed upon with the International 
Cooperation Administration. 

Considerable emphasis is placed upon coordinating plans for the 
use of these funds with the overall economic development programs 
of these countries. 
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In approving loan projects for agricultural purposes, care is exer- 
cised to avoid encouragement of production which would result in 
reduced outlets for United States agricultural] commodities. 

The extension of Public Law 480 granted in August 1957, provided 
for relending of foreign currencies, largely to United States firms and 
their affiliates, to assist in the development and expansion of private 
business in foreign countries. 

The equivalent of about $65 million will be reserved for these pur- 
oses in agreements negotiated this fiscal year with Colombia, Fin- 
and, Formosa, France, Greece, Israel, Italy, Korea, Mexico, Pakistan, 

Peru, and Turkey. 

These funds will be made available to private business firms through 
the Export-Import Bank of Washington when commodities under 
these agreements are shipped and paid for and proceeds assigned to 
the bank. 

Currencies are also being used for the payment of United States 
expenses abroad; for the procurement of military services and equip- 
ment for military assistance; for educational exchange programs; for 
assistance to American-sponsored schools, libraries, and community 
centers; for the translation, publication, and distribution of books 
and periodicals; and for the purchase of goods for other friendly 
countries. 

PROGRAMING OF COTTON PRODUCTS 


Senate bill 3420 to extend Public Law 480 contains an amendment 
which would require that products manufactured from upland or 
long-staple cotton be made available for sale under the program so 
long as cotton is in surplus supply. 

We oppose this amendment. 

Public Law 480 furnishes ample authority to finance exports of 
cotton products when this is justified and desirable in the judgment 
of the Department. 

However, we now conduct the cotton products export program which 
protects the competitive position of the United States cotton industry 
in relation to the sale of cotton products manufactured abroad from 
United States cotton purchased at world market prices. The pro- 
gram provides for equalization payments based on the raw cotton 
content of the product exported. 

These payments have been averaging about 6 cents per pound so 
far this season. They permit the price of cotton products to reflect 
the export price for the raw cotton content of the products exported. 

In addition, the sale of cotton products under title I would more 
than double the cost of financing the exportation of the cotton con- 
tent of such products. 

We estimate that the value of raw cotton in cotton textile products 
is less than one-half the value of the textiles. 

In some fabricated products, the cost of manufacture is many times 
the raw cotton content. 

We would have other problems resulting from the proposed amend- 
ment: 

These include the fact that we normally supply raw cotton under 
title I to countries which have processing capacity to meet their own 
needs for manufacturing cotton products. 
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BARTER ACTIVITIES AND TITLE II 


Public Law 480 served to emphasize and strengthen barter opera- 
tions authorized by previous legislation. 

Since July 1954, exports of agricultural commodities from CCC 
stocks through barter have totaled about $900 million at market value. 

In May 1957, the barter program was revised to assure that each 
barter contract results in a net increase in United States exports of 
the commodity involved and to require the payment of interest by 
barter contractors taking delivery of agricultural commodities before 
they deliver the materials to CCC. Program procedures were also 
simplified this past December. 

e are concerned that there is considerable sentiment to amend the 
law to require the Department to revert to the barter program in 
effect prior to May 1957. 

We believe this would be a serious mistake. 

The Secretary now has the discretion to determine whether or not 
barter transactions protect the funds and assets of CCC. 

This means that he will barter whenever the same commodities 
cannot be sold for dollars. To make it mandatory that the Secretary 
barter when he is offered strategic or other materials will require him 
to displace dollar sales. 

The purpose of Public Law 480 is to increase the disposition of 
agricultural commodities. 

The act provides that title I foreign currency sales should be in 
addition to usual commercial marketings. This same provision should 
apply to barter transactions. 

nder a barter transaction where the exporter sells the <r 
to a foreign importer for dollars and the materials received by CC 
come from a third country, CCC is merely accepting materials in lieu 
of dollars unless the transaction results in a net increase in agri- 
cultural exports. 

I would like to make it clear that the Department favors the move- 
ment of agricultural surpluses through barter. 

For example, we are now discussing barter deals to send about 
450,000 tons of food grains, principally wheat, to India in exchange 
for some of her strategic materials; 22,000 tons of wheat to Norway 
for Norwegian-produced ferrochrome; and 70,000 tons of corn to 
France for Freadepeoducnd ferromanganese. 

These transactions will result in exports which would not otherwise 
take place. If they were made without protecting sales that could 
otherwise be expected, we would merely be accepting materials rather 
than dollars for these exports. 

We would like to record our strong opposition to enactment of legis- 
lation which would remove the discretionary feature of the barter 

rogram which enables us to protect the funds and assets of the 
Cacsepution, 

Our recommendations include extension of the title II program, 
which permits the President to act quickly to relieve distress abroad 
caused by famine, flood, and other emergency conditions. 

I understand that representatives of ICA are here in the event in- 
formation is needed concerning these activities or other Public Law 
480 operations with which they are concerned. 


26363—58—_—2 
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PUBLIC LAW 480 AND OTHER FARM LEGISLATION 


Although we favor extension of Public Law 480 to permit us to 
use our surpluses in a constructive manner, this disposal program 
needs to be part of a farm program that will effectively bring the 
supply of farm products into better balance with market demand. 

he program should not be allowed to become a device to postpone 
needed price support and production adjustments. 

Public Law 480 is dusivabiic within the overall objective of expanding 
markets. However, maintaining a range of support prices which is 
too narrow to permit the commercial growth of markets needed to 
absorb our production prevents the needed expansion. 

Mr. Chairman, I have attached to this statement several tables, 
the first of which shows the commodity composition of programs under 
title I, Public Law 480 agreements, signed July 1, 1957, through April 
30, 1958, by countries and by commodities in terms of dollars. 

The second table shows essentially the same information but in 
this case it is in terms of physical quantities: bushels, hundredweights, 
bales, and pounds. 

The third table indicates planned uses of foreign currency under 
title I, Public Law 480 agreements signed during the present fiscal 
year. It also summarizes agreements signed prior to the present 
fiscal year. 

(The tables referred to are as follows :) 
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Mr. Paarteerc. We will be very happy, Mr. Chairman, to respond 
to such questions as your committee might have. 

The Cuamman. Mr. Paarlberg, I thank you on behalf of the com- 
mittee for your statement concerning this very important program. 

I should like to ask, first, what is the amount now available under 
existing authority which has not yet been used ? 

Mr. Paar.eerc. About $200 million, which is being held for emer- 
gency deals which might come up and a few agreements which are 
still in the process of negotiation. 

The Carman. You. think it will be well to extend this authority 
and to grant the increase in the authorization as early as practical 

Mr. Paarrpera. Yes, indeed. 

The Cuamman. On the subject of barter, your comments with ref- 
erence to that particular program indicate that barter programs 
operated rather successfully until May 1957. You had disposed of 
approximately $900 million worth of surplus commodities in ex- 
change for strategic materials. I recall that on one occasion we asked 
someone from the Department why all of the barter transactions were 
interrupted in May 1957. My recollection is that the person appear- 
ing at that time indicated that barter transactions had been stopped, 
or slowed up, for the reason that the Department. was of the opinion 
that such transactions were interfering with normal trade transac- 
tions. I asked the witness to indicate to us some cases where that 
had actually happened. At that time no one was able to give us any 
indication as to any particular incident where barter had ‘interfered 
with normal trade. 

I should like to say that during the time this program has been 
in operation I do not recall having received a siinain de complaint from 
any businessman indicating that ‘the transactions were inter fering 
with normal commerce. Do you have any case in mind, or can you 
give us any incident where the barter transactions have actually inter- 
fered with normal commerce ? 

Mr. Paarteerc. I would doubt that the business people would feel 
that the barter transactions interfered with normal trade in that they 
themselves operated the movement of these commodities abroad and, 
of course, their own business flourished under this kind of an opera- 
tion. 

The thing they were not in a position to judge was the fact that 
dispositions through this particular channel were interfering with 
other opportunities that might have existed for CCC to sell its com- 
modities for dollars. I think it is only in the overall that there was 
an interference with normal trade. 

I think that we in the Department, who have the overall review 
of the program, were in a good spot to see that, whereas a private 
exporter would not be in as good a position to ‘evaluate it. 

The Cuatrman. Accepting your statement, can you, repr esenting 
the Department, give the committee any case where you can say safe ly 
that a Turtes transaction interfered with a normal trade transaction? 


You think that perhaps in some remote fashion there was some in- 
terference, but agreeing with you that a businessman might not be as 
aware of all of the implications as you are, and assuming ‘that you are 
aware of all the implications which might be involved in these trans- 
actions of magnitude, can you tell us where you think the barter trans- 
actions have interfered ? 
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Mr. Paarteere. I think this interference occurred in a large number 
of the barter operations that we had prior to a year ago. I would like 
toask Mr. Berger from the Comodity Stabilization Service to elaborate 
on that point, if he would like. 

The Cuairman. Before Mr. Berger answers, I should like him to 
consider this question: Is it not a fact that before you can consummate 
a barter transaction, you must first determine that it will not interfere 
with normal trade? 

Mr. Brerepr. That is what we are attempting to do now. 

The Cuatrrman. Pardon? 

Mr. Bererr. That is what we are attempting to do now. 

The CuatrMan. I say, in every transaction, if I understand it, we 
intended that this program would not interfere with normal commerce, 
and we placed the urden on someone in the Department to determine, 
first, that it would not interfere with normal commerce, that the sur- 
plus commodity shipped into a country would be in excess of the 
normal imports of such commodities from us. If the determinations 
are made in advance, it is difficult for me to understand how a trans- 
action could interfere, unless I could assume that you are not infallible, 
and it may happen in perhaps some instances, there was some slight in- 
terference. However, has there been any substantial interference? 

Mr. Paartperc. I think there has been substantial interference, Mr. 
Chairman. When we began the barter program we recognized there 
were oportunities here to move surplus commodities, we recognized 
the interests of the Congress and this committee in doing as much as 
we could through this particular means, and we were quite aggressive 
in trying to move commodities through barter. 

After some experience, it was our judgment that, at least a part, and 
in fact a substantial part, of this barter operation was interfering with 
the sales that we would otherwise make for dollars. 

Because of that judgment and in light of the guidelines specified in 
the legislation to which you have pointed, we decided to revise our 
operating rules so as to conform to the spirit as well as to the letter of 
the law. 

Now I might say just this about the way the barter program operated 
prior to the : present system. The effect of it was that we would turn 
these commodities over to the trademen who would then merchandise 
them into some particular country, and would receive payment in dol- 
lars. With these dollars they would then acquire commodities, stra- 
tegic materials or whatnot, in some third country which they would 
turn over to us to compensate us for the wheat or the cotton. 

Now obviously, then, these commodities were being merchandised 
by these tradesmen for dollars in direct competition with the sales that 
we were trying to make for dollars by CCC. 

The Cuarrman. Well, those transactions were made for dollars; 
were they not? 

Mr. Paaripera. Yes; many of them 

The Cuarrman. I am, perhaps, slightly in error about the require- 
ments of the law. Under the barter transactions, perhaps we do not 
make the determination in advance that the transaction will not inter- 
fere. Maybe I am wrong and the law does not require you to make 
that determination. 

Mr. Bercer. That is true. It does for title I transactions, but it 
does not for barter transactions. 
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Mr. Paartzerc. I stand corrected, then, Mr. Chairman, but whether 
it is in the law or is not—— 

The Cuarrman. I stand corrected. I am the one who was in error, 
to assume that we made that requirement, but I know we did in one 
of the sections—title I. 

Please tell us how a barter transaction is negotiated and consum- 
mated. In other words, is the first sale for dollars and the second sale 
exchange? 

Mr. Paartperc. That has been the case in many operations prior to 
our present methods. 

I will ask Mr. Berger to explain how presently this program is 
operating. 

Mr. Bercer. Mr. Chairman, I am quite confident that Congress and 
many people felt that barter was a very fine program and would move 
a large amount of our agricultural surpluses. I certainly felt, to start 
with, that there would be a trading of our agricultural surpluses to 
a country that had strategic materials that we were interested in put- 
ting into our stockpile. 

Now that would be a nice, straight barter, we trading our agricul- 
tural commodities directly with a businessman in another country that 
had strategic materials which we wanted for our stockpile. That 
would be a nice, clean barter deal, and we are still very much interested 
in that type of barter deal, particularly if it is going to create addi- 
tional purchasing power in that country and additional purchases of 
agricultural commodities from us. 

The popularity of barter grew and developed rather rapidly. It 
was not until we began to see some of the effects of the barter program 
that we issued our May 28, 1956, press release tightening up on it. 

In checking on the barter program as previously conducted we found, 
first, that the interest charge was a very, very bad factor from our 
standpoint. The barter exporter was able to export our agricultural 
commodities at an early date. He would get the proceeds from the 
sale of the commodities 6 months, a year, 3 years or in one case as much 
as 6 years before he completed delivery of the strategic material to us. 
During this time he had the free use of the money. We have elimi- 
nated the free-interest phase of the program. 

The second thing that I noticed in studying the barter program was 
that 70 to 80 percent of barter commodity exports were to for- 
eign countries which had good, strong currency where we could ordi- 
narily sell the commodities directly rather than under barter. In al- 
most all of these cases the commodities were not going into the coun- 
tries which furnished the materials. 

Third, I began to find that the barter program was creating in these 
countries to which we sell 70 percent or 80 percent of our exported 
agricultural commodities through our regular exporting channels a 
competition against our own sales to people who were buying from us 
for cash. In other words, if we were selling into, using as an illus- 
tration, West Germany, which has a sound currency today—and at 
the same time a barter contractor was selling into Germany, he was 
selling at a little discount. Now that discount everyone thought at 
first was merely a discount against our competitors in the rest of the 
world turned out to be a discount that was used to compete with our 
cash sales, and as Executive Vice President of CCC I began to get 
alarmed. I found the one real reason why the export trade of our 
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agricultural commodities in the United States was so interested in 
bartering was that when they took over the barter contract from the 
man who was selling the strategic materials to us they were able to get 
a discount and thereby through that discount could sell our commodity 
into the world market at a lower price. That discount meant that the 
next time we put up one of our commodities for sale on a competitive 
bid basis to the rest of the exporters who were selling for cash and 
did not have a barter contract we received a lower price. In other 
words, we were operating two competing programs. 

The Cuairman. May | interrupt you? 

Mr. Bercer. We were cutting our price against ourselves. 

The Cuartrman. I follow you in that respect. However, can you 
give us any facts, any case where that actually happened ? 

Mr. Paar.eerc. Mr. Chaigman, here is an actual case, and I think a 
very good one. In fiscal year 1957 we exported a good quantity of 
feed grains under barter. To Belgium went 480,000 tons, to Germany 
224,000 tons, to Japan 284,000 tons, to the Netherlands 555,000 tons, 
and to the United Kingdom 544,000. Altogether this makes more 
than 2 million tons of feed grains. The countries to whom these feed 
grains were going under the barter program all have fairly hard cur- 
rencies and are able to purchase for dollars. So it is clear that in the 
particular case of feed grains we were moving these commodities into 
these countries and taking, in return, materials when we might have 
sold for dollars. 

The Cuarrman. They paid for surplus commodities in dollars, or 
hard currency, did they not ? 

Mr. Brercer. Yes. 

Mr. Paaruperc. Excepting, however, under the barter program we 
wind up with materials instead of dollars for exports of this country. 

The Scameaee You received dollars for the commodities, then you 
used those dollars to buy strategic materials? 

Mr. Paariperc. We did not, the tradesmen did. 

The Cuarman. You end up with the material you want, that is 
right, is it not? 

Mr. Paareerc. Well, we want the material, but we would rather 
have the dollars than the material. We would rather export for 
dollars than for 

The Cuatrman. GSA, does it not pay for it in the long run? 

Mr. Paar.pera. Yes; we turn it over to them; this is true. 

The Cuarrman. You receive dollars? 

Mr. Paarteerc. We do, but there is some difficulty involved in stor- 
ing and handling these strategic materials. They do constitute some- 
what of a threat to the market. There is ee in releasing them. 
They have many disadvantages as compared with dollars as a form 
of payment for our agricultural commodities. 

The Cuamman. You cannot release those strategic materials except 
by authority of Congress, can you? 

Mr. Paarzperc. That is correct. 

Mr. Bercer. Mr. Chairman, though, why go to all this trouble when 
it is being sold for dollars anyway, or a hard currency? 

The Cuatrman. Would you have been able to have disposed of the 
same quantity of grain in these various countries you mentioned if 
you had not had this program ? 
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Mr. Brrcer. We think there is no doubt that we could have done so. 

I would like to cite, Mr. Chairman, a recent proposal, in cotton, 
which I was forced to turn down. In Germany a cotton spinner at- 
tempted to get the German Government—— 

The Cuarrman. You stopped your barter transactions in May 1957 
and this is May 1958. How much have your exports increased in those 
countries you are talking about? 

Mr. Bercer. Mr. Chairman, it is not barter or no barter that makes 
the difference in the total amount of exports you do, it is the matter 
of supply and demand, and how much, even with all your programs, 
you can get in there. 

The CHatrMan. Does not the record indicate that your exports to 
those countries have not increased but have decreased ? 

Mr. Bercer. There are other reasons for it than just 

The Cuarrman. What are the other reasons? 

Mr. Bercer. The other reasons are just—for instance, in wheat 
alone there is one country that made a difference of 100 million bushels, 
in round figures, on the demand for wheat in the European Continent 
this year, and that was France. A year ago France was, approxi- 
mately, short of 50 million bushels, and this year she is long 50 million 
bushels, so she is selling in the world market this year instead of buy- 
ing out of the world market. 

The CHarrMan. You mean to say, then, that the barter transactions 
have carried that effect over into thé year 1957-58, and they are not 
buying now because they bought formerly ? 

Mr. Bercer. No, I am trying to explain to you there are other fac- 
tors that make a difference in the amount of material that you can 
sell into the world market, whether you are bartering for it or whether 
you are selling it for cash. 

The Cuatrman. You have not, in fact, a factual situation that you 
can present ¢ 

Mr. Paartperc. Mr. Chairman, I would like to give a factual sit- 
uation. This is with respect to feed grains. For the July to March 
period of 1956-57 we moved through barter 1,731,000 tons of feed 
grains. For the comparable period this year we moved only 297,000 
tons, which is only a fraction of what we moved a year before. In 
contrast, our export movement outside of Government programs, that 
is cash sales, increased markedly. A year ago it was 1,710,000 tons 
and this year thus far it is 4,721,000 tons. From this it is apparent 
that while we cut our barter operations to only about 15 percent of 
what they had previously been, our sales for dollars increased to about 
3 times the previous level. So this is a clearcut case where we cut back 
the barter operation and we expanded the total exports for dollars. 

The CrHarrman. You have not developed transactions since May 
1957. 

Mr. Paartperc. We have had very few, as I indicated. However, 
my point is that while we have cut down our barter transactions, this 
has not resulted in reducing the total export volume of this particular 
commodity but that has, in fact, increased. 

The Cratrman. You mean that your exports of surplus commod- 
ities from the United States have increased in 1957 over former years? 

Mr. Paartperc. This particular commodity, which is feed grains. 
For feed grainsthisistrue. It isnot true across the board. 
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The CuHarrman. You mean the overall exports are in excess of what 
they were the year before ? 

Mr. PAaruBerG. No, sir; this is true for feed grains, but not for 
cotton and wheat—— 

The Cuatrman. I am talking about your overall exports of feed 
grains. 

Mr. Paarteera. Yes, sir. 

The Cuarrman. They are in excess of former years? 

Mr. Paartperc. Oh, yes, much in excess. 

Mr. Bercer. Yes, sir. 

The CuHarrmMan. That is the information we wish. What about 
the other commodities; does the same situation exist ? 

Mr. Paartpere. It is not true for other commodities. On cotton 
it is down, on wheat it is down, and there is a great deal of variation. 

I have a table here, Mr. Chairman, that I will be glad to put into 
the record, which compares the fiscal year 1957-58 with the fiscal year 
1956-57 for a large number of commodities. In the aggregate the total 
for 1956-57 was $4.7 billion, and for 1957-58 we are estimating about 
$4.1 billion. 

Now on the specific commodities, wheat is down from about $958 
million to about $728 million. Sorghum grains are up from $35 
million to $55 million. Corn is up from $226 million to $245 million. 
Tobacco is up from $340 million to $350 million. Soybeans are up 
sharply from $196 million to $233 million. And cotton, as I indi- 

cated, is down from about 7.6 million bales to about 5.7 million bales. 
So there is a diverse pattern, but the total is down somewhat. 

The Cuarrman. I do not want any of you to understand that I am 
complaining. I am simply inquiring. My one interest is to see that 
we dispose of these surpluses as Congress intended and in a manner 
which is as advantageous as possible to our economy. 

Mr. PaarcperG. We share that purpose. 

The CHatrman. On the transactions which Mr. Berger was dis- 
cussing, how has your triangular transaction program operated, and 
what is the magnitude of those operations?) Have they been negli- 
gible or substantial ? 

Mr. Paartperc. They have not been large. Now in the early years 
of the program we had a number of triangular transactions, mostly 
cotton. We were trying then to find every possible way that we could 
to expand exports. In the past year we have not done very much 
on triangular transactions for several reasons. Since we put the ex- 
port sales program into effect for cotton, we have not felt that there 
was the need to do this. We also have an ample number of requests 
for title I programs, so that it is not as necessary now to develop 
complicated arrangements to get the job done, as it was in the early 
years of the barter program. Hence, the number of triangular trans- 
actions certainly is small. 

The Cuamman. You mentioned cotton in connection with trian- 
gular transactions. Have you not used other commodities other than 
cotton ? 

Mr. Paarueerc. I am not sure. I will ask Mr. Fraser, he would 
know that better than I. 

Mr. Fraser. Under title I we had triangular transactions involving 
cotton, and one transaction on wheat. ICA, under section 402, does 
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make use of triangulars, and perhaps they could comment on their 
operation. 

The Cuarrman. What department ? 

Mr. Fraser. ICA. 

The Cuamman. Is ICA involved in all of your triangular trans- 
actions ? 

Mr. Fraser. Under section 402 they do use triangulars as a means 
of disposing of surplus agricultural commodities. 

The CHarrMAN. fT an not asking about how their program is oper- 
ated but how your program operated. How many transactions have 
you had, and what is the volume involved ? 

Mr. Fraser. Before the cotton export program went into effect in 
1956 and our cotton was priced out of the world market we entered 
into cotton triangulars, in order to increase exports, with Pakistan, 
Indonesia, and Burma in which the cotton was delivered to a third 
country for processing with part of the cotton used to pay for the 

rocessing costs. Since the present cotton export program has been 
in effect our cotton has been competitive, and there has not been the 
necessity to use this triangular device. We are, however, negotiating 
a triangular transaction of a somewhat different type with Burma at 
the present time. Burma will pay the processing costs to the third 
countries from its own resources, rather than those being paid with 
part of the cotton provided under Public Law 480. 

The Cuarrman. You still have not given me much information. 
What is the dollar volume involved in these transactions? Is it sub- 
stantial ? 

Mr. Fraser. I cannot give you the exact dollar figure, but the 
amount of cotton involved in the Burma negotiations is 80,000 bales. 

The Cuarrman. In all of the triangular transactions, 80,000 bales. 
What about feed grains? 

Mr. Fraser. The one we have under negotiation currently involves 
80,000 bales—— 

The Cuarman. I am not going into any current authorization be- 
cause that is something I do not suppose you wish to discuss. I mean, 
is the dollar volume substantial in triangular transaction, or negligible 
or what? 

Mr. Fraser. I can give you the exact figure, Mr. Chairman, in just 
@ moment. 

Mr. Chairman, in the case of Burma the triangular transaction we 
had with them amounted to $17.5 million 

The CHarmman. Do you have the overall figure? I do not care 
about Burma alone. 

Mr. Fraser. The total is about $85 million. 

The CHatrman. In other words, about $85 million has been in- 
volved in triangular transactions? 

Mr. Fraser. Right, sir. 

The Caamman. How much is involved in military housing trans- 
actions ? 

If you do not have this information you may supply it for the 
record. 

Mr. Paaruserc. Mr. Berger might comment about the military 
housing operation. 

I believe he made a statement on that just recently, and perhaps 
covered that point. 
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Mr. Bercer. The only part that I am directly concerned with is, of 
course, French housing, which involves the barter deal. 

Mr. Chairman, would you like to have me read a statement on the 
French military housing ? 

The Cuatmman. No, | am not attempting to get into any details on 
it. Please give us the general idea. 

Have you accomplished anything of value under the military 
housing transactions ? 

Mr. Berorer. The French military housing project involved in 
dollar value—about $50 million for the completion of 2,700 housing 
units in various sections of France near selected United States mili- 
tary installations. 

This is the only commodity housing project of this type under 
construction at the present time. 

The Cuarrman. Have you had any others ? 

Mr. Bercer. How is that? 

The CuarrMan. Have you had any others? 

Mr. Berger. No, we have not. 

The Cuarrman. Do you have any others ? 

Mr. Bercer. If you will allow me, I would like to read the rest 
of this to give it 

The Cuarrman. You may insert that in the record for the com- 
mittee. 

Mr. Berger. I would like to. 

The Cuairman. Some question might come up on the floor as to 
what has been accomplished in the way of using these commodities 
to construct military housing abroad by Armed Forces. 

(The document referred to is as follows :) 





STATEMENT BY WALTER C. BERGER, ADMINISTRATOR, COMMODITY STABILIZATION 
SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Chairman and members of the committee, I appreciate the opportunity to 
appear before you and discuss the participation of the Department of Agricul- 
ture in the commodity housing program for metropolitan France. 

As you are aware, Public Law 161, 84th Congress, and subsequent legislation 
enthorized the Department of Defense to construct family housing in foreign 
countries for the use of the United States military forces to be financed either 
through foreign currencies acquired pursuant to title I of Public Law 480, 83d 
Congress, the Agricultural Trade Development and Assistance Act, or through 
other commodity transactions of the Commodity Credit Corporation. Inasmuch 
as French francs derived from title I transactions were not available for this 
purpose, it was proposed within the Government that a barter-type transaction 
be arranged to finance United States military dependent housing in France. At 
the time that the original proposals were considered, Commodity Credit Corpo- 
ration had no experience in financing housing construction in this way. 

Beginning in 1955 the Department of Agriculture worked with the Department 
of Defense in tailoring a commodity disposal agreement to meet the Depart- 
ment of Defense housing requirements in France. As finally developed, this 
arrangement involved a basic contract between the Department of Defense and 
a French construction firm, the latter to be paid principally in French francs 
for the work it completed. At the same time, CCC entered into a contract with 
a commodity dealer who agreed to acquire agricultural commodities from CCC, 
sell them abroad, and from the proceeds make payments principally in French 
currency to the French construction company as the building of the houses and 
facilities progressed. The total project involved a dollar value of about $50 mil- 
lion for the completion of 2,700 housing units in various sections of France near 
selected United States military installations. This is the only commodity 
housing project of this type under construction. 
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As to the present status of the project, it should be pointed out that there were 
many problems to be overcome before construction could begin. Our CCC repre- 
sentative for barter in Paris has been required to spend a disproportionate part of 
his time in helping to iron out these problems. He reports to us that after a slow 
start, building is going forward at a much more rapid pace. Ten percent of the 
total estimated cost of the project has already been paid to the builder by our 
commodity dealer under authorization from the military. 

It may be of interest to the committee to know what CCC commodities were 
exported in connection with this transaction. Under the CCC commodity agree- 
ment the commodity dealer acquired from CCC for export about $46.7 million in 
cotton and about $3.3 million in wheat. Because the commodity housing agree- 
ment was negotiated prior to the establishment of the revised barter program, the 
contractor was not obligated to show that the cotton and wheat which he accepted 
under his contract would add to exports of cotton and wheat from the United 
States which would otherwise be made. We have prepared a schedule of these 
cotton and wheat exports which is attached to this statement. This schedule 
shows that all of the wheat and virtually all of the cotton were sold by the 
commodity dealer to countries which normally import these commodities from the 
United States. This being the case, I am forced to the conclusion that the cotton 
and wheat moving under the commodity agreement for housing in France would 
have been sold by United States exporters on a dollar basis even if there had been 
no such agreement. Our experience, on the other hand, leads me to believe that 
transactions of this magnitude could not be concluded under the revised barter 
program rules which require a showing that commodities exported will add to 
net total United States commodity exports. 

Under our arrangements with the Department of Defense, CCC will receive re- 
imbursement for its investment from savings in quarters and station allowances 
which would otherwise be paid to the military personnel occupying the completed 
housing. Based upon Department of Defense estimates, CCC will not recover 
its investment in the housing for a period of some 17 years. 

During this time, CCC must pay interest to the United States Treasury on the 
$50 million which it has tied up in the housing. This interest cost, running to 
about $14 million, cannot be recovered from the Department of Defense under 
existing legislation and will be reflected as a charge against the farm program 
administered by the Department of Agriculture. 

In my opinion, I would be derelict in my responsibilities if I recommended the 
approval of other housing projects of this kind. In all honesty, I would be unable 
to state that the funds and assets of CCC were being adequately protected by 
permitting the export sale of CCC commodities—not for cash—but for a receivable 
which will not be fully liquidated for a long period of time and on which CCC 
must pay substantial financing costs. 

This does not mean that we in the Department are not fully sympathetic with 
the desire to construct military housing which will be paid for in agricultural 
commodities when such arrangements are in the best interests of the Government. 
In fact, the Secretary of Agriculture stated in a letter dated June 7, 1957, to the 
Honorable Floyd 8. Bryant, Assistant Secretary of defense, ‘“* * * we shall con- 
tinue to cooperate with you to the fullest extent in seeking ways to finance over- 
seas military family housing projects through the use of foreign currencies gen- 
erated under title I, Public Law 480, 83d Congress.” 
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Deliveries of agricultural commodities, French Housing Contract BSD—F H-57-72 
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Country | Bushels_ | Value | Country Bushels Value 
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DUE box nikinbitradnwees 28,059 | 3, 203, 166. 44 I] Undistributed !__.._.. 106, 240 | 13, 638, 057. 56 
J a 800 96, 727. 39 | — - 
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1 Exportation to be completed by July 31, 1958. 


Mr. Paarteerc. Mr. Chairman, I have a figure here just given me 
by Mr. O’Leary. 

In addition to the French deal of which Mr. Berger has spoken, the 
title I military housing activities have been in an amount of $100 
million to date. 

Mr. Bercer. That ison title I. 

Mr, Paarzperc. That is on title I. 

The CHamman. Have there been any other countries except 
France ¢ 

Have you had any in Spain, or any other countries ? 

Mr. O'Leary. Yes, sir; that is in several countries, including Japan, 
Spain, Finland, United Kingdom—— 

The Cuarrman. Ov erall, about $100 million involved ? 

Mr. O’Leary. Yes, sir; of the current title I currencies being used 
by the military to construct or procure materials for housing. 

The CHatrMan. Have those transactions all been satisfactorily 
consummated so far as our Government is concerned ? 

Mr. O’Leary. They were a little slow getting started, but my 
understanding at the present time is that the military is making 
good progress toward utilizing these funds for housing purposes, and, 
in fact, could use some additional funds. 

The Cuarman. In other words, you are using commodities instead 
of dollars in places where the American Government has an obligation 
to provide military houses for our Armed Forces? 

Mr. O’Leary. That is correct. 

The Cuarrman. I think that is all. 

Mr. Hill. 

Mr. Huw. Mr. Chairman, I would like to ask just a question or two 
concerning the extension of the act. 
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Now, if I understand correctly, that is what we are trying to do 
here: to extend this act. 

Now, in your very first statement on page 1, you are in favor— 
the Department is in favor—of extending title I as it is for another 

ear ? 
: Mr. Paariperc. That is correct. 

Mr. Hitz. With no amendments? 

Mr. Paartperc. Well, we do not have a closed mind, Mr. Chairman. 

We would examine any proposed amendments. We would not say 
that the law is beyond any possibility of being improved. We would 
look with favor on any opportunity to improve the functioning of 
this law. 

Mr. Huw. Then you are not testifying on any particular bill at 
this time? 

Mr. Paarvperc. We are giving basically our position with respect 
to an extension, Mr. Hill. 

Mr. Hu. On your title II and title ITI, you take the same posi- 
tion—you might favor amendments, but at the present time you are 
just testifying for an extension of the act? 

Mr. Paartperc. That is correct. 

Mr. Hix. And the importance of the extension immediately. 

Is that true? 

Mr. Paartperc. That is true. 

Mr. Hitz. Now, another question : 

Does the Department favor this extension to be now, and not con- 
nected with any other legislation ? 

In other words, should we hasten this extension, as the Senate has, 
for a bill of our own—supporting the position the Department will 
take on the various amendments that we might suggest in hearing? 

Mr. Paariperc. We would favor early extension. 

As I indicated in my statement, we would consider it desirable that 
extension of Public Law 480 have in association with it changes in 
the basic legislation that would result in a better balance between 
ong preeaction and consumption of agricultural commodities. 

r. Hix. One other question : 

Why do you feel that this action should be taken immediately ? 

Mr. Paarvperc. Because our programing is presently almost at a 
halt. We have almost used all the authorized funds that we have. We 
held in reserve only a very limited amount for emergency needs, and 
we have had to forego several opportunities to develop agreements 
for moving agricultural products. 

A delay will not only make it very awkward to keep a smooth flow of 
these commodities going, but may result in some actual loss in oppor- 
tunities to move products. 

Mr. Hiru. Then it would be your feeling that we should hasten this 
extension just as quickly as possible through this committee and over 
to the Senate. 

Is that correct ? 

Mr. Paarvpere. Yes, indeed. 

Mr. Hiui. Thank you. 

The Cuarrman. Mr. Anfuso. 

Mr. Anruso. I will yield to Mr. Hoeven. 

The CHatrrman. You may proceed. 

Mr. Anruso. I have several questions. 
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Mr. Horven. Mr. Paarlberg, on this matter of extension, I note S. 
2420 provides for a 2-year extension. 

Mr. PaariBerG. That is correct. 

Mr. Horven. Do you favor such extension, or do you want to limit 
it to 1 year? 

Mr. Paartperc. Well, Congressman, we came up in good faith with 
the recommendation that I have presented to you, namely: extension 
for 1 year with an authorization of $1.5 billion for the year. 

However, if the House should see fit to extend it for 2 years in the 
manner that the Senate has done, and if the bill is otherwise acceptable, 
we would not object. 

Mr. Hoeven. That raises the question, of course, as to whether this 
is going to be temporary legislation, or whether it is to become per- 
manent legislation. 

I know it is the position of the Department that this should be onl 
temporary legislation. However, in your statement, you make ref- 
erence to the fact that if it had not been for the overproduction in 
wheat and cotton last year you might have disposed of more com- 
modities. It looks as if we will have some more bumper crops this 

ear. 
. Does that mean we are still going to consider this as temporary 
legislation, or are we going to continue the legislation indefinitely to 
meet our continuing surplus problems? 

Mr. PaaR.Bera. Well. Congressman, as I indicated in my statement, 
we think we will be faced with abundant production in the United 
States for some time tocome. I think most people are agreed on that. 

We think that Public Law 480 is a big, new approach to this prob- 
lem. In asense, we are pioneering with this law. 

We think that from time to time, Congress should review the oper- 
ations of this law to modify it or to change it in accordance with 
experience that has been obtained. For that reason, we are hesitant 
to make a rigid, inflexible, long-term commitment. 

We do think we will be faced with an imbalance in agriculture for 
some time to come, and if we could get the needed changes in basic 
legislation, the period of imbalance would then be less. But, never- 
theless, we feel that we have here basically a good law, but_we wish 
to provide the opportunity for a review periodically by the Congress. 

Mr. Hoeven. ts other words, as I understand you, we will meet the 
needs as they arise but that a periodical review should be made by the 
Congress ? 

Mr. Paartzere. That is quite correct. 

Mr. Hoeven, Personally, I feel that Public Law 480 is one of the 
best mediums we have for the disposal of agricultural commodities. 
The record made to date is its best recommendation. 

The problem of surplus agricultural commodities is one that we are 
likely to be confronted with continuously and as long as a program 
such as Public Law 480 is working to advantage it seems to me that 
for some little time to come we will be having such a program or a 
similar program subject, of course, to periodical congressional review. 

Mr. Paartperc. Except that I would hope and I would think that 
the surplus would not be continued indefinitely. We do hope to reach 
a better balance. How soon that could be done, Congressman, I do 
not think anybody knows. 


26363—58——-3 
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Mr. Horven. But as long as we do have surpluses we will need 
— Law 480 or a similar program in order to meet the disposal 

roblem. 

i Mr. Paariperc. I think, to summarize our position, it is this. We 
would like to bring about a balance of our production and our 
utilization, as soon as possible and we work in that direction. 

We try to move as many — as we can by commercial sales 
in order to meet the needs of the world and to get a good return for 
what we sell. 

Now to the degree that we cannot make commercial sales to bring 
about a balance, then we consider Public Law 480 a very healthful 
and helpful means of balancing abundant supplies on the one hand 
with the needs of foreign countries on the other hand. 

Mr. Horven. I want to compliment the Department on the very fine 
record they are making in the administration of Public Law 480; 
and I also want to compliment Mr. Paarlberg for his enlightening 
and informative statement. 

The Caarrman. Mr. Gathings? 

Mr. Garuines. Thank you, Mr. Chairman. I just want to follow 
the line of the gentleman from Iowa and say that I feel that you have 
presented a very fine and concise statement this morning to this 
committee and especially, Mr. Paarlberg, I appreciate the tables that 
you have attached to your statement which show the job that you are 
doing in the disposal of agricultural surpluses. 

I notice from page 1 of your statement that you have not lost sight 
of the fact that we should bear in mind that these exports should 
be made on a dollar basis whenever possible. You say that last year 
about 60 percent of our agricultural exports were made for dollars and 
I commend you for that. 

Mr. Paartperc. Thank you. 

Mr. Garutnes. On page 7 of your statement you discuss promo- 
tional efforts to dispose of various and sundry commodities and you 
refer to cotton and poultry and wheat and tobacco. 

Will you explain just how these cooperative efforts work? Take 
cotton as an example. Would you explain that? 

Mr. Paarteerc. I will ask Mr. Fraser to respond to that. He is in 
charge of that particular part of our operation. 

Mr. Fraser. Cungrensinan, I would like to submit for the com- 
mittee’s attention and consideration a pictorial report which the 
Department published a few months ago on the market development 
program which describes in some detail that operation. 

On the back of this report is a listing of the United States trade 
groups that the Department is cooperating with in the foreign 
marketing program. 

The program operates in this way. We enter into a contract with 
a United States trade group, such as the Cotton Council International 
or the Oregon Wheat League or the Kansas wheatgrowers or the 
Nebraska wheatgrowers and they are responsible for conducting this 
work and we make available to them foreign currencies in the country 
where it is being done. 

Mr. Gatuines. Would you give us an estimate as to what percentage 
is contributed by these various organizations? 

Mr. Fraser. The percentage varies, of course, depending on the 
resources of the United States trade group. 
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In the case of the cotton council, they match the contributions, and 
their foreign cooperators match the contribution made by the Depart- 
ment in foreign currencies. ; 

We do have a minimum percentage which is that the United States 
trade group should contribute at least 5 percent of the amount con- 
tributed by the Department. 109 

Mr. Garuines. You say in your statement that about $45 million 
in currencies has been tentatively earmarked for agricultural market 
development under the existing agreements and that approximately 
$10 million to date is being obligated for approved projects together 
with contributions by private trade organizations that are cooperat- 
ing of $3 million. 

r. Fraser. That is against the $10 million of local currency that 
has actually been committed, so they have contributed approximately 
one-third, you see. 

Mr. Gatruines. Yes. This committee deals with quite a lot of pro- 
motional work. We recently studied a bill for the promotion of live- 
stock, and so I am glad to see this effort, as long as we can increase 
the use and consumption of our agricultural commodities. 

On the next page of your statement, page 8, you say that about half 
of the foreign currencies expected to accrue under the existing agree- 
ments will be loaned back to the importing countries for use in eco- 
nomic development projects agreed upon with the International Coop- 
eration Administration. 

Now, that is an ICA program, so do you think that the ICA should 
bear a part of the cost and it should not be charged up to the farmers? 

Mr. Paarteera. Well, under the law the Department of Agricul- 
ture is fully restored with respect to commodities shipped under title 
I, so the Commodity Credit Corporation does not show on its books 
any loss from title I operations. 

In that respect, the books of the Commodity Credit Corporation do 
not indicate this as a cost chargeable to the operations of the Commod- 
ity Credit Corporation. The Department of Agriculture makes a 
separate accounting of the many programs that we have and, under 
the method of accounting that we follow in our own computations, 
a part of the cost nvelvet in Public Law 480 is reflected as the cost of 
the foreign programs. I would agree with you that it is not appro- 
priate to charge to Agriculture the full cost of these operations. 

Mr. Garuines. But when you look at it the dollars involved are 
charged up to Agriculture, although your books reflect it is otherwise ? 

Mr. Paartpera. That is right. This is, I think, sometimes unfor- 
tunately presented in an incorrect manner and it is not fully under- 
stood by all people. Sometimes it is reported hastily and some people 
are interested in tacking on to it all the costs that they can possibly 
scrape up, and there is a tremendous amount of misinformation as to 
the allocation of these costs, which is unfortunate. 

Mr. Gatutines. Thank you; that is all. 

The Coarrman. Mr. Simpson? 

Mr. Srareson. I would like to ask concerning the disposal of wheat 
how that affects the International Wheat Agreement and what is the 
attitude of Canada on our action. 

Mr. PaaruBerc. When we sell wheat, this appears in the accounting 
with respect to the International Wheat Agreement. For some years, 
Mr. Congressman, the price of wheat in world trade has been between 
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the maximum and the minimum so in that respect the International 
Wheat me ap has not ly influenced either the price or the 
volume of American wheat that moves abroad. 

It is only when the price tries to break through the ceiling or tries 
to fall through the floor that the International Wheat Agreement 
becomes important in influencing the price or the volume. That has 
not been the case now for some years. 

As for the other part of your question, the attitude of other coun- 
tries, particularly Canada, with respect to these movements, we think 
that we have made a great deal of progress in properly presenting the 
effect of our export programs to the Canadians and to other people. 
We think it is much better understood now than it was. 

We think that with our program we are moving these excessive 
supplies of wheat into use outside of the normal channels of trade, 
and that we are increasing rapidly the consumption per capita in 
areas that would otherwise not have wheat. 

We are not reducing the amount of wheat that moves into the com- 
mercial trade, either in the United States or Canada. It is to the 
interest of the Canadians and the United States to pull down these 
stocks and move them outside of the ordinary dollar routes. We are 
beginning, I think, to make some progress in carrying that point 
across to the other countries. 

Mr. Suweson. And it is your opinion that our present unpopularity 
with Canada is not brought about by the operation of Public Law 480 
in disposing of wheat ? 

. Paarteerc. I would not say that. I would say there is some 
misunderstanding in other countries with respect to the manner in 
which our program operates. I will say that we are making some 
progress in achieving some better understanding abroad with respect 
to the effect of our program. 

We feel that we are doing a good job and that we are protecting 
the dollar movement of wheat. 

I would not say that this view is shared unanimously in the other 
countries around the world. I think there is some misunderstanding 
with respect to the manner and the effect of our surplus sales of farm 
products under Public Law 480. 

Mr. Smpson. I understood somebody to say awhile ago that there 
was one contract for a period of 7 years that has gone through; did I 
understand correctly ? 

Mr. Beroer. I believe I made that statement: that there was one, 
on a particular strategic material in which we were vitally interested, 
and I am almost sure—I think there was a 7-year contract on that one. 

Mr. Suwpson. Well, why anybody would give 1 for 7 years to repay 
on, I do not know. The statute of limitations would expire in that 
long, and I would like an answer. 

Mr. Bercer. I do not know the answer to that one. 

Mr. Smupson. Well, I do not know why any Government agency 
would do that, for 7 years, as the time in which to repay. That 
material might go into Communist hands in that length of time, and 
I cannot understand why the Agriculture Department or the United 
States Government weld give anybody 7 years to repay for some- 


thing. I cannot get it through my head. 
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Now, we had testimony before this committee last year to the effect 
that to dispose of the agricultural surplus would take 9 years to get 
rid of it. Is that correct ? 

Mr. Paartpere. I do not know how long it would take. It depends 
on the size of the crops and the size of the crops in the other countries 
of the world; and it depends on the state-of the markets and the level 
of the price supports, and many other things. So we would not be 
able to give any precise figures as to the number of years required. 

Mr. Srmpson. Now, about the military housing: There is about 
$100 million or $180 million involved in military housing; in the 
event of the evacuation of that country by the United States Govern- 
ment forces, would not that military housing revert to that country— 
is that still correct ? 

Mr. Paartperc. That would vary by the country, Mr. Congress- 
man. 

Mr. Simpson. There is this military housing question of about $100 
million that is being built, and if we now were to evacuate and leave 
those countries, does that military housing revert to them ? 

Mr, Paartpere. I will ask Mr. O’Leary the answer specifically on 
that, Mr. Congressman. 

Mr. O'Leary. That depends on the country, sir. 

In some countries when properties are no longer needed by our 
Armed Forces, then they do become the property of the other country, 
and that is true of the United Kingdom. 

There are other couritries where it is the property of the United 
States Government, and when the military no longer needs it it is sold. 

The CHatrman. Take the case of France, where there is construc- 
tion of military housing now. 

Mr. O’Leary. I do not know what the circumstances will be there. 

The Cuarrman. My understanding is that when the military 
leaves, France will own the property. In other words, we give it to 
them, and nobody here salvages anything out of it. 

Mr. Bercer. It is my understanding of the French contract—if I 
understand it correctly, and I am not a lawyer, and I have not read 
it for some time, but it is my understanding that the housing will go 
back to the French Government or the contractor, I do not remember 
which. 

Mr. Simpson. There was testimony before this committee last year 
that the military housing built in foreign countries, when and if evac- 
uated by this country, reverts to that country. 

Has anybody tried to renegotiate that or to change it? 

Mr. Bercer. I have put in the record a recommendation that we 
don’t do any more of it, because I certainly don’t think—— 

Mr. Simpson. Now, talking about this barter, that which we get 
from the exchange of goods—do we get any funds that go into coun- 
terpart funds? 

Mr. Paartperc. Title I sales generate currency, but in barter they 
— generated; in the barter arrangement, we take over the com- 
modity—— 

Me” Gbateuik. Then under the surplus commodity disposal—that 
does not involve any money of counterpart funds? 
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Mr. Paartperc. In title I sales, foreign currency funds are gen- 
erated, and in barter they are not. They are compensated for in some 
other commodity. [ 

Mr. Smurson. One other question, and I will be through, Mr. Chair- 
man: 

I don’t know whether youheard about it or not, about this $400,000 
program for a boar-testing station—have you heard about that? 

. Paartperc. I have no knowledge of that. We will be glad to 
look into that and report. 

Mr. Suweson. I would like to know, and I would like to have you 
present to the committee the circumstances on that $400,000 boar- 
testing station in Norway being built, and why Norway will not let 


any—— 
Mr. Paar.Berc. We will look into that and make the response. 
(The information requested follows :) 


We understand from ICA that search of available foreign aid records dis- 
closes no foreign aid financing of a boar or hog testing station. This is con- 
firmed by the Norwegian Government which stated to the United States Embassy 
in Oslo that the hog testing station in Norway was built at a cost equivalent 
to $130,000, and that the cost had been defrayed by a combination of Norwegian 
Government and private funds. 


The Cuatrman. I have one question. 

This allowance, in the military housing, that goes to our Govern- 
ment during the time we occupy the housing, goes to our Government 
during the time we occupy it ? 

Is that not true? 

Mr. Paarteere. That is correct. 

The Cuarmman. Mr. Albert? 

Mr. Axzert. Is there any concern over the size of the foreign cur- 
rency balance that has been building up? 

Mr. Paartperc. There has been concern expressed about the size 
of this balance. 

Mr. Arserr. Could you put into the record the size of the balance 
of foreign currency under our account in the various countries? 

Mr. Paar.perc. Yes; wecan do that. 

(The information requested follows :) 


Under agreements entered into from the beginning of the title I program 
through March 31, 1958, the equivalent of $1,905.4 million in foreign currencies 
had been deposited to the United States account as of that date. Of this total, 
the equivalent of $760.8 million had been used, or is in the process of being 
used, leaving the equivalent of $1,244.6 million on deposit. The amount remain- 
ing on deposit in each country is shown below. 

The commodity sales agreements specify : 

(1) The amounts that the United States may use under subsections 104 
(a), agricultural market development; 104 (b), purchase of strategic 
materials; 104 (d), purchase of goods for other countries; 104 (f), pay- 
ment of United States expenses; and 104 (h), (i), and (j), information 
and educational programs; and 

(2) The amounts that the United States is obligated to make available 
under subsections 104 (ce), military assistance; 104 (e), grants for eco- 
nomic development and loans to private enterprise; and 104 (g), economic 
development loans to foreign governments. 

Under agreements signed through March 31, 1958, an average of 34 percent 
of the currencies is earmarked for United States agency uses indicated in (1) 
above, and 66 percent is obligated for specified uses indicated in (2) above. 
These percentages vary greatly among countries. This is illustrated in appen- 
dix table XII, page 40, Seventh Semiannual Report on Public Law 480 Activi- 
ties, House Document No. 323. 
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{Million dollar equivalent] 
Balance on Balance on 
Country deposit, Country deposit, 
Mar. 31, 1958 Mar. 31, 1958 
20.9 53.2 
19.0 13.5 
238.0 8.5 
19.6 8.1 
30.9 2 
1.2 87.8 
8.4 -5 
2.2 2.5 
14.9 5.0 
-9 62.3 
.8 2.0 
oi 138.8 
12.9 2.5 
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Mr. Avsert. One other question : : 

This program has been criticized as having insufficient emphasis 
on the development of backward countries. 

Is that a fact ? 

Mr. Paarupere. Actually, a high percentage of title I exports goes 
to the less developed countries. 

Mr. Arperr. Thank you. 

The Cuarrman. Mr, Anfuso? 

Mr. Anrvuso. Thank you, Mr. Chairman. 

First of all, I want to say that I agree that this act should be ex- 
tended and, as a matter of fact, such worthwhile results have been 
achieved by Public Law 480 that I am in favor of extending it for 
2 years. That, I think, will permit you to make some very valuable 
contracts both under title I and title II, and title IIT. 

However, I am constrained to disagree with you entirely with re- 
spect to the views expressed this morning regarding barter trans- 
actions. 

I was happy to read, however, this part of your statement on page 10: 

I would like to make it clear that the Department favors the movement of 
agricultural surpluses through barter. 

If that is a sincere statement, then I gather that if you could move 
agricultural surpluses through barter, that you will do it? 

Mr. Paarveerc. Yes, sir. If we can move additional quantities 
through barter, we will be happy to do it. 

Mr. Anruso. In May 1957 you came with a directive which was 
intended to do exactly what you said now, to the extext that unless 
somebody could prove to you that additional products could be moved 
in that direction, then you would raise objections; is that correct? 

Mr. Paartperc. That is stating it in the negative. We could state 
it positively, that if we saw an opportunity to move additional agri- 
cultural commodities by means of barter, we would do it. 

Mr. Anruso. Is it fair to state that this directive of May of 1957 
has resulted in a decrease of cash sales and certainly a definite decrease 
of barter sales? 

Mr. Paartperc. I do not think so. I think it is fair to say there 
has been a diminution of barter disposals and a sharp diminution, 





34 EXTEND PUBLIC LAW 480 


but I am sure that the change has not resulted in any reduction of 
dollar sales below what they would otherwise have been. 

Mr. Anruso. There is no question about the barter sales that once 
were close to $1 billion and which are now down to about $11 million ; 
is that correct? 

Mr. Paarvperc. I think those amounts are correct. 

Mr. Anruso. So you certainly have dealt a terrific blow to the 
barter transactions ? 

Mr. Paartperc. We have sharply reduced their 

Mr. Anruso. You are acquainted, I suppose, with the report put 
out by Senator Humphrey dated April 21, 1958 4 

Mr. Paarvpere. Yes, sir. 

Mr. Anruso. And you are familiar with the chart on pages 40 and 
41, which shows the decreases in cash sales and also shows definitely 
the decrease in the barter transactions ? 

Mr. Paarvperc. I am familiar with those tables. 

Mr. Anruso. Do you not think you ought to incorporate those tables 
if they are correct into this record ? 

Mr. Paarteerc. Well, I do not think that those tables in and of them- 
selves correctly interpret the overall situation, Mr. Congressman. 

As I indicated on particular commodities such as feed grains, the 
exact opposite is true of what the Senator was endeavoring to portray 
with his table. 

I think we should recognize this fact, that in the fiscal year which 
preceded this the total exports of agricultural products through all 
programs were at an all-time high. 

Now, Congressman, this was a consequence of many things. It was 
a consequence of our own disposal operations to some degree. It was 
a consequence also of the fact certain countries abroad were refilling 
rue nen on cotton, for example, which had been very much 

epleted. 

t was also the result of the closing of the Suez and the stocking up 
of agricultural commodities in various countries. It was also the re- 
sult of sharp reductions in crop production in certain areas, particu- 
larly wheat in Europe. 

All of those things happened to come at one particular time and 
resulted in this very high total of agricultural exports. 

Now, this year, Congressman, we do not have a Suez crisis, fortu- 
nately. We are operating on a more current basis with respect to 
cotton. The crop yields around the world have been a little better 
than a year ago and, as a result, our total export movement may be 
down slightly. 

So to infer this reduction is the result of curtailing our barter opera- 
tion, I think, is to attribute to that far more than the facts of the case 
would warrant. 

Mr. Anruso. Mr. Chairman, for such as it may be worth, I would 
like to incorporate into the record the charts referred to at pages 40 
and 41 of Senator Humphrey’s report. 

Mr. Gatuines (presiding). Is there objection ? 

Mr. Smirn. Yes; I object. 

Mr. Anrvso. Then I will make those charts available some other 
time, Mr. Chairman. 

Mr. Paarlberg, there is no doubt, as you have already admitted, this 
reduction of barter—I would like to get into the record whether or 
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not there has been some justification for it or whether it was a senseless 
action that has been done which has been injurious not only to America 
but to allied countries. 

You say that you are not opposed to barter and yet you are requiring 
these people who deal in barter to answer a certain questionnaire or 
rather to procure what is known as a certificate of additionality. You 
have heard of that ? 

Mr. Paarupere. Yes, sir. 

Mr. Anruso. I have one of those here with me and according to 
this certificate of additionality the dealer who is dealing in barter 
must obtain a written statement from a responsible official of the 
importing country, that the commodity to be imported will be in 
addition to anticipated commercial imports that would be required; 
is that correct ? 

Mr. Paarteera. That is correct; this is true for countries with 
which we already have some commercial sales. 

Now, in a deal with countries with which we have no commercial 
sales, we take it for granted that any barter movement will be addi- 
tional. We do not require that certification in those instances. 

Mr. Anruso. Now, this rule has been in effect since May 1957. 
Since that time have you had any complaints that it is virtually im- 
possible to obtain such a statement ? 

Mr. Bercer. Mr. Anfuso, I can answer that. 

The reason we do that is because the barter people go to these 
countries that have good sound currency and they want to get per- 
mission to ship into those countries that are normally buying for 
cash all that they need 

Mr. Anruso. You are wrong, just as wrong as anybody can be be- 
cause I have an illustration here about which you perhaps do not 
know, but some of these people are going to come here and testify. 

Ordinarily a grain merchant, for example, would commit himself 
to buying certain commodities from the Commodity Credit Corpora- 
tion and he would agree to pay a good price for it, even better than 
on the world market; is that right? 

Mr. Bercrr. No; he does not pay better than the world market. 

Mr. Anruso. You say he does not? 

Mr. Bercrr. No; he pays the same as the man buying for cash. 

Mr. Anruso. And you say that the price will not depend on the 
port of export? 

Mr. Bercer. Oh, surely, it depends 

Mr. Anruso. And don’t you demand a high 

Mr. Bercer. Well, a cash buyer can buy at the port on the same 
day at the same price is what I mean. 

fr. Anruso. Of course they can, but they do not. 

Mr. Bercer. Of course, they 

Mr. Anruso. And in addition to that that man not only does obli- 
gate himself to pay at least as much as anybody else but he also agrees 
to pay the full freight, doesn’t he, he has to deliver? 

r. Bercer. The same as the man who buys for cash, he has to 
do the same thing. 

Mr. Anruso. Except in this particular transaction you are getting 
something which this country needs, he is trying to help this country 
acquire strategic materials and you are now putting him out of busi- 
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ness. You say he has no right to try to acquire that strategic mate- 
rial, you do not like the method that he is doing business under. 

Mr. Bercer. Congressman, if we need those materials so badly, 
why does not Congress appropriate the money to buy them? 

Mr. Anrvso. I will answer you on that. I think Mr. Paarlberg hit 
the nail on the head when he said you would rather have cash. Is that 
the idea? 

Mr. Bercer. That is correct. 

Mr. Anrvuso. Now, let me ask you this. Do you know that there 
was a committee, and it is still in existence, called the Special Stock- 
pile Advisory Committee? I believe you had Dr. Ear! Butz on it last 
year; is that correct? 

Mr. Paartperc. That is correct. 

Mr. Anruso. And that committee consisted of outstanding Ameri- 
cans, such as the former Secretary of Agriculture; Admiral Radford; 
and Gen. Bedell Smith, and other members; and that committee 
made a report in January 1958 regarding Public Law 480, partic- 
ularly with regard to the stockpiling of strategic materials. 

Do you recall that report ? 

Mr. Paarigere. Yes, I am familiar with that report. 

Mr. Anrvso. And do you recall that in that report it was specifi- 
cally stated that the committee favored acquiring of these strategic 
materials, even though they were not considered essential for defense 
purposes when they can be obtained in exchange for United States 
agricultural surplus products? 

Mr. Bercer. In addition to regular sales? 

Mr. Anruso. I thought you said you were familiar with the re- 
port. 

Mr. Bercer. I am. 

Mr. Anruso. And according to that report and Mr. Paarlberg said 
he was familiar with it—this committee, not just the Department but 
this committee, composed of Defense Mobilization and the Depart- 
ment of Agriculture, they favored the acquisition of these strategic 
materials, even though they were not immediately to be used for de- 
fense, and they favored them as long as they could be purchased with 
our own commodities and not with cash. 

Mr. Bercrr. Well, why make a barter deal when you can obtain 
cash ? 

That is what I am arguing about. 

Mr. Anruso. Well, all right. 

First of all, you answer my question, and then I will answer yours. 

Do you believe that it is a fair thing today to acquire these materials 
for some of our commodities instead of paying cash ? 

Mr. Bereer. If it is not replacing a cash sale. 

Mr. Anruso. Well, in all of your testimony, Mr. Berger, you have 
not once proved that there has been any replacement of any cash sales. 

As a matter of fact, isn’t it a fact that while this program, this 
barter program, was going on, and while the barter deals were increas- 
ing, your cash sales were increasing at the same time? 

Mr. Bercer. That isno proof. 

Mr. Anrvso. Isn’t it a fact that these sales were increasing, the cash 
sales, at the same time that the barter sales were increasing ? 

Mr. Brrcrr. Congressman, 70 or 80 percent of our bartered com- 
modities were going into countries in which we can sell for cash 
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readily and, in the majority of cases did not go to the country in which 
the strategic material originated. 

Mr. Anruso. You have no proof that where these sales have been 
made you could have made these sales—you have no proof of that? 

Mr. Paarteera. I have some figures that indicate that for the com- 
modity, feed grains, that during the fiscal year 1957, about 90 percent 
of our exported feed grains were going into such countries as the 
United Kingdom, the Netherlands, Belgium, France, Germany, and 
Japan, which are capable of paying in dollars and which did buy these 
— for dollars or would have, were they not available on a barter 

asis. 

Mr. Anrvuso. I will check those figures, Mr. Paarlberg. 

But you will admit that as far as wheat and corn are concerned, they 
have materially dropped ? 

Mr. Paartperc. Yes, but, Mr. Congressman, there are many factors 
besides the barter operation, and I have indicated them. 

For instance, there is the size of the crop around the world, and 
then there was the Suez situation. 

Mr. Anruso. But my point is that you have ruined the $1 billion 
barter business, and that is one thing that that barter business would 
do: acquire certain essential ores and other strategic materials and, 
incidentally, it would give work to Americans, and now you are 
preventing that—— 

Mr. Paartperc. Excuse me, Congressman—— 

To the degree that these commodities are useful in this country and 
needed with respect to strategic considerations, there, of course, we 
have not curtailed the operations; but I submit that it is not sensible 
to pile up unrestricted quantities of these various commodities far 
beyond any reasonable need when we could sell the agricultural items 
for dollars, these dollars then being useful to us in a large number of 
different ways. 

ane Anruso. Are you referring to the stockpiling of strategic mate- 
rials? 

Mr. Paartperc. There are various stockpiles, as you know. 

Mr. Anruso. Well, of course, Mr. Paarlberg, isn’t it a fact that it 
is a Government policy, and isn’t it a fact that Congress has also 
declared it to be the policy, that we should take these strategic materials 
in exchange for our satin commodities ? 

That is a policy established by the Government and established by 
the Congress. 

Now, that being the case, you should make these transactions, be- 
cause you are not losing anything thereby. As a matter of fact, these 
stockpiles, from the information t have received, these strategic mate- 
rials have already increased in value to the extent of $57 million. 

Mr. Bercrer. That we would have to argue, Congressman. 

Those values change from day to day, and we do not know what they 
are going to be next year. 

r. Anruso. Well, Mr. Berger, are you prepared to say right now 
that these strategic materials, which have been acquired under the 
barter transactions, have not increased in value to the extent of $57 
million ? 

Mr. Beroer. I cannot say that, Congressman; but I will say now 
that at the time this report was made—and Senator Humphrey re- 
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ported from the report that we made—I presume, there was a gain in 
the value of the materials that we had in our supplementary stock- 
pile at that time, and, at that time it was true; but that is no sign 
that it is true today or will be 2 years from now. 

Mr. Anruso. Well, that was true in April 1958? 

Mr. Bereer. That is right. That wasa true statement then. When 
we made it, it was true then. But there is no guaranty it will be that 
way a year from now. 

Mr. Anruso. Well, we are talking about this April 21, 1958, report, 
and today is May the 5th—— 

Mr. Bercer. Did you say April 1, 1958? 

Mr. Anruso. April 21, 1958, when this report was made. 

Mr. Bercrer. Well, we made the report to Senator Humphrey long 
before that report was published. 

Mr. Anruso. Well, he published this on April 21, 1958. 

Mr. Bercrr. I know, but I say that the report that we made to him 
was last fall. 

Mr. Anrvuso. Are you saying it was not true? 

Mr. Bercer. No, i am not saying it was not true; I am saying that 
the report was true at the time we made it, but the market value 
changes on the commodities from day to day, and it does not mean 
that it will be the same 2 years from now. It may be that there will 
be a loss 

Mr. Anruso. Well, now, wait a minute—— 

Mr. Paartperc. May I make a comment? 

Mr. Anruso. Yes, all right. 

Mr. Paartperc. We are charged, Mr. Congressman, by law, with 
protecting the funds and assets of the Commodity Credit Corpora- 
tion. We are also charged by the law with engaging in barter to the 
degree that barter is consistent with protecting our funds and assets. 

If our barter operations result simply in acquiring materials above 
and beyond the needs of the strategic and critical materials stock- 
piles and if they result simply in acquiring those materials for which 
we have no readily acceptable use, and if such acquisitions result in 
a diminution of dollars, that we could acquire through selling our 
products, then there is much doubt whether we are really protecting 
the funds and assets of the Corporation. 

Mr. Anrvuso. I understand that you are interested in the funds of 
the Corporation, but has anybody declared to you from the Office of 
Defense Mobilization that what these were bringing in was not 
strategic and was not complying with the law, and was not what the 
Government wanted? Did anybody say that? 

Mr. Bercer. Those are the only things that we have bartered for, 
up to date. 

Mr. Anrvso. I mean this; this is my point: If what you are bring- 
ing in falls within the scope of the law, it is not up to you or anybody 
in the Department of Agriculture to say, “We have got to have cash.” 

Mr. Bercer. I must say, as Vice President of the Commodity 
Credit Corporation, that I cannot agree with that, because I feel that 
I do have the responsibility to engage in transactions that will pro- 
tect the Corporation—— 

Mr. Anrvso. Just a minute. 

You would refuse to accept strategic materials? 

Mr. Bercer. I am saying—— 
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Mr. Anruso. Will you refuse to accept strategic materials? 

Mr. Brroer. For barter— 

I will if I feel it is not producing additional sales, if it is taking 
the place of a cash sale, because then I do not think that I am protect- 
ing the interests of the Corporation. 

Mr. ANFuso. Well, so far you have not offered any proof that it 
is taking the place of cash sales. 

Mr. Bercer. Mr. Congressman, I have talked with gentlemen who 
should know, and I say to them, “Where have you sold your ma- 
terials?” And they say and admit that they sold them in countries 
in which they had good, sound currency, 70 to 80 percent of their 
sales were made—— 

Mr. Anruso. You know, this argument about interference with 
cash sales seems to me to be facetious, if I may use that word, be- 
cause—well, as a matter of fact, every cash sale has an element of 
barter in it. And so I say, what difference does it make how it is 
done as long as we move these surpluses out and if, by moving out 
these surpluses, we can help other countries, so much the better. 

Mr. Bercer. Here is the one big point I think you need to under- 
stand, Congressman. Let me quote from a cable that was sent to the 
State Department from our Ambassador in Germany the last few days: 

Proposed import 5,000 bales United States cotton tied to United States stock- 
pile obtaining Mexican metals. To make cotton attractive to Germany under- 
stand it being offered 10 percent below world price. German Government officials 
raising questions since they must certify incoming agricultural commodities in 
addition to usual commercial imports. Appreciate pertinent details soon. 

Now, there is a situation of where a German textile manufacturer 
is being offered American cotton on barter at 10 percent less than 
what he can buy it for in cash in a country where we have perfectly 
good money. 

Now, look at the position it puts me in as the Executive Vice Presi- 
dent of the Commodity Credit Corporation attempting to manage 
this $14 billion Corporation or approximately that. I am interested 
in trying to protect the assets of this Corporation. If I had author- 
ized that barter transaction I would immediately have been forced 
to get enough barter business into Germany, in a good cash country 
to meet that price that that one particular man was being offere 
at that time. 

Mr. Anruso. Do you expect to make that sale? 

Mr. Bercer. I do not; I have turned it down. 

Mr. Anruso. And do you expect 

Mr. Bercer. Pardon me, Mr. Congressman, but that illustrates the 
point. I imagine that we will—I do not know but I would imagine 
that if this one particular man was able to get 5,000 bales at 10 per- 
cent less than his competitors, and he may use 5,000 more bales of 
United States cotton but what position am I in, when I am selling 
it to all the rest of them for cash 

Mr. Anruso. What are you losing when you are obtaining stra- 
tegic materials by that. 

Mr. Bercer. | am losing in this manner: I have more cotton to sell 
and, if I have to cut the price on cotton that we are selling on the 
world market, I would actually hurt the assets of the Commodity 
Credit Corporation because by allowing one seller to cut his price I 
will have to cut my prices in order to meet—— 
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Mr. Anruso. If I understand correctly, you are not cutting the 
price of that cotton. 

Mr. Beresr. No, but I will have to if I continue to sell to others 
over there. 

Mr. Anruso. If this barter transaction will make cotton more at- 
tractive on the world market 

Mr. Bercer. We have done that already with a genes price cut 
in our export price, but this would be 10 percent below the world 
market. ay I ask you one more question ? 

Mr. Anruso. Sure. 

Mr. Berger. There is no exporter in the United States—— 

Mr. Huw. Pardon me, gentlemen, but the House is going into 
session, and we will have to close pretty soon. Mr. Anfuso, are you 
about through ? 

Mr. Anruso. No. I am not through, but if we have to adjourn, I 
would be glad to have him come back. 

Mr. Garuines (presiding). Well, in view of the fact that we are 
about through with these witnesses, I do not think it would be neces- 
sary for him to come back. Maybe we could wind up in a very few 
minutes. 

Mr. Barer. May I finish my particular statement ? 

Mr. Gatuines. Yes, sir. 

Mr. Bercer. The only reason that any exporter of agricultural 
commodities in the United States is interested in barter at all is that 
he is able to get an arrangement with the man importing the strategic 
materials into this country, so that he can sell commodities in the 
world market at a little cheaper price. That is the only reason, and 
when he sells ata cheaper price, he causes me to have trouble in meet- 
ing my own competition that I am allowing through barter when I 
sell to a man who is willing to do business on a dollar basis. 

Mr. Anruso. I think you are helping to sell the commodity. 

Mr. Brercer. We disagree with you. 

Mr. Anruso. Let me tell you what the barter transaction really 
does. It permits us to acquire strategic materials which have the 
same value as cash and even better value because they have a greater 
value in time and as a matter of fact it is proven that the value of the 
strategic materials has increased from—well, increased to the extent 
of $57 million more than we have paid for those commodities, and for 
the commodities which you want to dispose of we have to pay for them 
in cash but by bartering them we have sold close to 1 billion and today 
because of your policy, which I can never understand, that has been 
reduced to $11 million. 

Whom have you helped? Have you helped the Commodity Credit 
Corporation? Have you helped any of these people by putting them 
out of business? Who have you helped? 

Mr. Bercer. I have helped the American farmer and CCC. 

Mr. Anruso. How have you helped the American farmer, when you 
are putting their wheat into the stocks and the warehouses? 

Mr. Bercer. Well, we are maintaining, we are not losing that 
volume—— 

Mr. Anruso. You have just admitted 








Mr. Brrocrr. You don’t give me a chance to finish, Mr. Congress- 
man. 
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Mr. Anruso. As far as wheat is concerned you have made less sales 
since this directive of May 1957. 

Mr. Brrcer. Well, the barter has no relationship to it whatsoever. 

Mr. Anruso. That is what you say, but you have no proof to offer. 

Mr. Berger. I have proof, and I quoted a while ago from one situa- 
tion which involved France. I used rounded figures and not the of- 
ficial figures, but France a year ago was buying 50 million bushels, 
approximately, of wheat, and this year has been the seller of 50 mil- 
lion. There is a difference of 100 million bushels in the world de- 
mand, in the supply of 1 country that it had to offer 

Mr. Anruso. Would you like to take the opinion of experts in the 
field on the moving of some of these commodities ? 

Mr. Bercer. Well, I consider myself a little bit of an expert. I 
have been in the business world all the way through 

Mr. Anruso. I was not going to question that, but when did you be- 
come an expert in grain feed ? 

Mr. Berger. Well, I have been in the grain feed and milling busi- 
ness all of my life except for two periods in Government service. One 
was during World War II for 21% years and since I have been under 
Secretary Benson, which has been since March 15 of 1954. 

Mr. Anruso. And have you consulted with anybody else in the 
grain feed business ? 

Mr. Bercer. Oh, sure. 

Mr. Anruso. Well, how is it that all of these people—that their 
statements differ from yours—why do you disagree with them ? 

Mr. Bercer. Congressman, let me say—most of them are very good 
friends of mine and they have tried for the last 2 years to convince 
me I am wrong but they have not been able to do it. 

Mr. Anruso. That is it, somebody is stubborn, there are all these 
people disagreeing with you 

Mr. Bercer. Menke somebody is a good manager: 

Mr. Anruso. This is too serious a problem to be joking about, Mr. 
Berger. With all of these people disagreeing with you, and all of 
these people have tremendous investments and all of them have been 
put out of business because you disagree with them 

Mr. Bercer. Congressman, I would say that I would be very much 
concerned if that were true. They have been making money out of it, 
no doubt about that. 

Mr. Anruso. Well, you are not objecting to that, are you? 

Mr. Bercer. Absolutely not, I am a great believer in the free-enter- 
prise system and I believe in private industry making money. 

Now, however, I am the executive vice president of the Commod- 
ity Credit Corporation and I have that role to fill. 

Mr. Anrvso. Isn’t it a fact, Mr. Berger, that by the ingenuity of 
those people and because of the fact that they are such expert sales- 
men and because they have put so much effort into this, they have 
brought into this country strategic material which otherwise would 
have gone into Communist hands? Would you disagree with that? 

Mr. Berger. I cannot argue that point. I would think that would 
have to be discussed in executive session. 

Mr. Anruso. Well, it certainly is a very serious point. If, for 
example, and this is an illustration and we will not name any names 
or even the material involved, but if they are mining something in 
Mexico—and I think that you know what I am talking about—— 
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Mr. Bererr. I think I do. 

Mr. Anruso. And as the result of this policy of yours we have 
closed down this mine in Mexico and put out the people who are proc- 
essing that, put them out of business—and this is a very vital 
strategic material—— 

Mr. Brrcrr. The only thing I can say is that when it comes to the 
domestic processing, I personally was about to sign 1 contract for 
$40 million worth of barter business in which 80 percent of the cost 
was for the domestic processor. I have a hard time visualizing how 
that was creating any additional purchasing power anyplace in the 
world for agricultural surpluses. 

Mr. Anruso. Well, what I think you have to decide—— 

Mr. Bercer. And I would hate to think that the farm program—— 

Mr. Anrvuso. Well, you cannot look at this in dolars and cents. 
I think that you must realize and appreciate the security of our 
country and you must realize the friends that we are trying to make 
by this kind of a barter program, and it has helped many countries; 
you would not deny it has helped many countries ? 

Mr. Bercer. Personally I do not think it should be up to the 
Department of Agriculture to run a price-support program on com- 
modities, other than agricultural. 

Mr. Anruso. Well now, if you are against the program that is 
another story, if you are against the simple proposition of acquiring 
strategic material, then there is another forum for that, you can take 
it up with the President of the United States. 

Mr. Drxon. Would you yield? 

Mr. Anruso. I am not through, but because of the shortness of 
time I will stop. 

Mr. Dixon. On this point, is it not true that barter in the case of 
lead and zine which terminated largely because the ODM—was it not 
because they said they had a 5- or 6-year supply of that ? 

Mr. Bercer. Well, that is the time limit that they had, yes, but we 
are still bartering for some lead and zinc to fill up the present quotas. 

Mr. Drxon. And is it not true and I believe you testified that the 
processing was accounting for 80 percent of the cost of many of these 
commodities and is it not like throwing out the baby with the bath 
water ? 

Mr. Bercrr. That is my impression of it as a full blooded busi- 
nessman ; yes. 

Mr. Drxon. And is it not true that there are other abuses that you 
as an honest official will not go along with ? 

Mr. Bercer. That is true. 

Mr. Drxon. I don’t know whether I could recall the abuses but I 
believe that one of them was that exporters were operating on United 
States money 

Mr. Bercer. That we closed off May 28, 1957. 

Mr. Anrvso. Well, let us speak about these abuses, since they have 
been brought up. When these people sold these strategic materials 
they did it on the bid basis, didn’t they ¢ 

Mr. Bercer. What do you mean ? 

Mr. Anruso. Well, the strategic materials are sold on the bid basis, 
in other words, at the best price that you can obtain ? 

Mr. Bercrr. The best price—the price had to be O. K.’d by Gen- 
eral Services Administration. 
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Mr. Anruso. By General Services, that is right, they had to O. K. 
them ; but there was no abuse there ? 

Mr. Bercer. Well, I wouldn’t think so. 

Mr. Anruso. Is there an abuse when they brought in the commodi- 
ties—let me rephrase that—was it an abuse when they disposed of 
surplus commodities ? 

Mr. Brercer. No abuse there—— 

Mr. Anruso. You admit those surplus commodities were at least 
bought on the world prices ? 

Mr. Bereer. That is true. 

Mr. Anruso. And they paid as much as anybody else ? 

Mr. Bercer. That is correct. 

Mr. ANnruso. And in some cases they claim they paid more. 

Mr. Bercer. That I doubt. 

Mr. Anruso. And they had to move it themselves and they had to 
pay for it themselves. 

Mr. Bercer. Everybody does, the cash dealer has to do that. 

Mr. Anrvuso. All right. And the Commodity Credit Corporation 
cannot claim abuses there, can they ¢ 

Mr. Brercer. That is correct. 

Mr. Anruso. And I don’t know what these abuses are, and if they 
brought into this country strategic material which we need and if 
we are getting rid of our surplus—where is the abuse ? 

Mr. Bercer. Well, will you explain then why the cotton exporter 
should offer cotton in Germany at 10 percent less than the world price 
or the price at which he buys from us, the cash basis, just because he 
is getting the barter contract ? 

Mr. Anruso. If you will put that statement in the record, I am 
sure that we will give you a satisfactory answer. 

Mr. Berger. Well, I quoted from the cable—— 

Mr. Anruso. You do have a statement from somebody and I would 
like to be furnished with a copy and then I am sure that you will be 
given a proper and sufficient answer. 

Now, did not all of this come about because of a complaint from 
Canada? 

Mr. Bercer. Not as far as we are concerned, it was just looking after 
our own interests that made me make the decision that I have. 

Mr. Anruso. You say you decided this on a cold-blooded business 
basis ? 

Mr. Bercer. Yes, sir. 

Mr. Anruso. And is not the result of your decision to help Canada; 
is not Canada helped by this decision ¢ 

Mr. Paartpere. It is helping us, Mr. Congressman, to make sales for 
dollars. 

Mr. Anruso. Well, the question I asked was, wasn’t the result of 
your decision to help Canada? 

Mr. Paartperc. I would say that the major effect was to help our- 
selves, and that was the purpose of it. 

Mr. Anruso. That may have been your intention but the result did 
help Canada, and let me tell you how it has helped Canada, as a result 
of this curtailment, whereas 411 million bushels were shipped for 
export of wheat, that has been reduced to 299 million bushels or roughly 
30 percent, whereas Canadian sales of wheat alone have increased 
750,000 tons and this means, Mr. Berger—and this is important, these 
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sales include sales to Red China and within the last few weeks, large 
sales to East Germany as well as over 200,000 tons of wheat to Russia— 
whom are we helping ? 

Mr. Bercer. ell, that follows when Canada breaks down to obtain 
that additional volume selling to those countries, when we are not— 
I think they have a right to increase their tonnage—— 

Mr. Anruso. I think, Mr. Berger, that you better reexamine your 
position and certainly the Department of Agriculture ought to reex- 
amine their position because I feel very deeply about this barter and I 
think that you are hurting our friends and you are hurting this coun- 
try and you are only helping feed countries like East Germany, Red 
China, and Russia. That isall, Mr. Chairman. 

Mr. Gatuines. Any more questions ? 

Mr. Dixon. Yes, Mr. Chairman, thank you. 

Mr. Paarlberg, on page 8 of your testimony you say: 

About half the foreign currencies expected to accrue under existing agreements 
will be loaned back to importing countries. 

Mr. Paartperc. Yes, sir. 

Mr. Drxon. Are they all short- or lohg-term loans ? 

Mr. Paartperc. Most of these are long-term loans. 

Mr. Drxon. Have there been any short-term loans that have been 
paid off by those foreign countries ¢ 

Mr. Paartperc. I think some funds have come in—I will ask Mr. 
Fraser. 

Mr. Fraser. The Treasury, of course, is receiving these funds and I 
understand the first payment against the loans will be made in the 
very near future. 

Mr. Drxon. Are they paid back in United States dollars? 

Mr. Fraser. The agreements vary, but in most cases repayment 
can be on an optional basis with a lower rate of interest for United 
States dollars and a slightly higher rate for their own currency. 

Mr. Dixon. At the bottom of that page you say : 

Currencies are also being used for the payment of United States expenses 
abroad; for the procurement of military services and equipment for military 
assistance ; for educational exchange programs. 

Do you have data showing the number of people on those exchange 
programs over the last 3 or 4 years? 

r. PaartBerG. We will be glad to supply that. 

Mr. Dixon. What is your offhand estimate; can you make one? 

Mr. Paartperc. That it has increased. 

Mr. Drxon. Do you think that is a very profitable program, ac- 
cording to the people in the administration ? 

Mr. Paartpere. I do. 

Mr. Drxon. Would you say it is increasing materially ? 

Mr. Paarvperc. I do not have the exact figures but my understand- 
ing is it is increasing materially. I think that Mr. Fraser can com- 
ment on that. 

Mr. Fraser. Mr. Gabbert is here from the State Department and 
he might comment on that point as to whether the educational ex- 
change program has been increasing in recent years. 

Mr. Guertin (presiding). Mr. Gabbert, would you give us your 


full name and your position in the Department of State, for our 
record ? 
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Mr. Gapsert. Howard M. Gabbert, Assistant Chief, Commodities 
Division, Department of State. 

I believe that is the case. The Department of State considers this 
to be one of the most important phases of Public Law 480. 

I also understand that the people concerned with this program from 
our educational exchange service will submit statements on the opera- 
tions of this particular phase later this week. 

Mr. Drxon. May I ask if you have inquiries or requests for more of 
these exchange people than you can satisfy under your program? 

Mr. Gaspert. I do not have the exact figures on that but I do know 
that during consideration of the various country programs, where 
we have to slice up the local currency pie in a given country’s program, 
there is usually a request for more currency for this purpose than is 
available. 

Mr. Paartperc. Mr. Congressman, we have some figures here with 
respect to the number of grantees. 

n 1956 the number was only 23. In 1957 it was 290. In fiscal 
year 1958 it will be 841, and for 1959, the grantees will exceed 1,300; 
so it is increasing very rapidly. 

Mr. Drxon. I am delighted at that report and I congratulate you 
on. it. 

Do we have any reliable comprehensive statement of the activities, 
of the foreign educational activities in the United States so that a 
Congressman can read that and know just what is going on about 
those foreign exchange activities ? 

Mr. Gaspert. I understand such a statement is now being prepared. 

Mr. Drxon. Is that Dr. Quattlebaum’s report for the <itene of 
Congress ? 

Mr. Gazeert. Well, this particular report is being prepared by the 
International Educational Service of the Department. 

Mr. Dixon. I think it would be important to have something like 
that and very valuable because all of the American universities need 
something like that and they do not have such information. 

Mr. Paartpera. I might add, Mr. Congressman, that we are review- 
ing in the Department possible amendments to Public Law 480 which 
would facilitate the use of foreign currency funds for translating 
scientific works prepared in other countries concerning agriculture and 
other subjects. We look with favor on the use of foreign currencies 
for such purpose. 

Mr. Drxon. I think that is one of our most direct approaches to 
peace. One or two other brief questions. 

Are payments in kind helping you, and that goes for the barter 
program 

Mr. Paartpera. That is the program Mr. Berger has commented 
on 

Mr. Dixon. As I understand, where an exporter, for instance ships 
corn, we will say, and he is marketing it for $1 but if we reduce it to 
90 cents in order to move it, there would be a 10-cent leeway which we 
would pay—would that be paid back in corn rather than money ? 

Mr. Bercer. We will pay for it with a certificate which will be pay- 
able in any of the feed grains, corn, grain sorghums, barley, oats, or 
the like. That program is going in effect on corn next Monday, May 
12. We planned to start it today but we delayed it 1 week and it will 
start Monday, May 12, and on the other feed grains it will start July 1. 
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Mr. Drxon. What do you think will be the effect of that, and why ? 

Mr. Bercer. I think it will do two things. No. 1, it keeps all of 
the grain from going into the Commodity Credit Corporation and 
then out again. The grains this country exports will be bought by the 
trade in the country and we feel that it will make a stronger market 
for the farmers. The only grain CCC will be selling for export is the 
grain through the certificates and barter. 

Mr. Drxon. Those certificates will come out of the Commodity 
Credit Corporation ? 

Mr. Bercer. That is right. 

Mr. Drxon. And the other will not ? 

Mr. Bercer. That is correct. 

Mr. Dixon. And that will be an advantage ? 

Mr. Bercer. That is right; I think it will be a decided advantage. 
It will put the trade back into business where they should be and I 
believe it will work out satisfactorily. It does create a new problem for 
us in handling our inventories but I believe we will be able to solve it. 

Mr. Drxon. Do you think perhaps it would be a wise thing to do for 
you to put in the record a statement on the barter program which will 
constitute the reasons for your trying to go out of it ? 

Mr. Bercer. I would be very happy to do that. 

Mr. Dixon. And you do not think it would violate any 

Mr. Paarteerc. We would stay within appropriateness in making 
that, of course. 

Mr. Drxon. I ask consent, Mr. Chairman, for them to do that; and 
also that the Department of State be permitted to give us more detailed 
information on the effect of this foreign educational exchange program. 

Mr. Gatuines. Without objection. Have you concluded ? 

Mr. Drxon. Yes. 

Mr. Garutnes. I would like to have this report from the United 
States Department of Agriculture under date of May 2, 1958, having 
to do with reports on barter contracts and exports for the January— 
March 1958 period, be incorporated in the record. 

(The statement referred to follows :) 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, May 2, 1958. 





USDA Reports ON BARTER CONTRACTS AND EXPORTS FOR JANUARY-MARCH 1958 
PERIOD 


The United States Department of Agriculture reported today that barter 
contracts valued at $12,700,000 were negotiated by the Commodity Credit Cor- 
poration under the revised barter program in the January-March 1958 quarter. 
This compares with barter contracts of $104,722,000 for January-March 1957, 
and $272,600,000 for the full fiscal year 1957. How much have dollar sales gone 
up as the result of this cut back in barter? 

These barter contracts provide for the exchange on an equivalent value basis 
of CCC-owned agricultural commodities for strategic materials. 

Agricultural commodities exported by barter contractors totaled $7,408,000 
(85,554 short tons) for the January-March 1958 period. Commodity exports 
under barter in the period were: Wool, $3,110,000 (5,627,000 pounds); wheat, 
$2,856,000 (1,504,000 bushels) ; barley, $600,000 (730,000 bushels) ; corn, $577,000 
(551,000 bushels) ; other, $265,000 (4,662 short tons). Barter exports had a 
value of $83,129,000 in the January-March 1957 period and $4,700,000 in the 
full fiscal year 1957. 

Strategic and other materials delivered to CCC by barter contractors during 
the January-March 1958 quarter had a value of $33,500,000 in comparison with 
$55,128,000 for January-March 1957 and $252,000,000 for the fiscal year 1957. As 
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As of February 28, 1958, strategic materials acquired through barter and held 
in CCC inventory pending transfer to the stockpile with reimbursement to 
CCC were valued at $174,427,365. Of this total, materials valued at $168,220,446 
are to be transferred to the national stockpile and the remainder, having a value 
of $6,206,919, to the supplemental stockpile created by section 104 (b) of Public 
Law 480, 88d Congress. 

CCC will continue to barter its agricultural commodities for both strategic 
and nonstrategic materials required by other Government agencies within 
the framework of the barter program announced in press releases dated May 
28 (press release USDA 1686-57) and December 24, 1957 (press release USDA 
8795-57). Among the strategic materials for which CCC will currently con- 
sider barter proposals are: Antimony, asbestos (amosite), bauxite (Jamaica, 
Surinam, and refractory), chromite (refractory), copper, fluorspar, (metal- 
lurgical), lead, manganese (battery-synthetic dioxide, chemical type A, and 
metallurgical) ; mica (muscovite block, film and splitting, phlogopite splittings) ; 
palladium (inventory stock only—producer must be named), silicon carbide 
(erude), and zine. 

CCC’s ability to conclude barter arrangements depends at any one time upon 
such factors as requirements, existing commitments, market conditions, and 
assurances that exports from the United States of the agricultural commodities 
will be in addition to usual United States marketings. Therefore, the fact 
that a material can be considered by CCC does not necessarily mean that it will 
be procured. 

In response to inquiries by interested United States firms as to the status 
of the proposed barter transaction with India, the Department of Agriculture 
states that negotiations between the Governments of India and the United States 
are being continued in an effort to find a mutually agreeable basis upon which 
the proposed exchange can be carried out through private United States firms. 

Offers of materials and requests for further information should be addressed 
to the Barter and Stockpiling Division, Commodity Stabilization Service, United 
States Department of Agriculture, Washington 25, D.C. 


Status of barter program as of Mar. 31, 1958" 
CONTRACTS NEGOTIATED FOR 
[Value in thousands] 

















| 
Strategic Nonstrategic | Total 
materials materials 

| | 
Sa Va A) BON 5555 FS OR ie i a Baa | $400 | 0 | $400 
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WS. iobck Sh ANE Sheds ebiddsi bands 304, 500 | 11, 300 315, 800 
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MATERIALS DELIVERED TO CCC? 
[Value in thousands] 
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668, 400 75, 400 | 


See footnotes at end of table, p. 48. 
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AGRICULTURAL COMMODITIES EXPORTED (JANUARY TO MARCH 1958) 


uantity Percent of | Export value 
Commodity (thousand total value (thousand 
units) (percent) dollars) 


isi hs. se cddedbninidiceddad icbeabie th Shiekh 5, 627 42.0 $3,110 
I ie BI walle wine cilia 1, 504 38. 5 2, 856 
Barley bushels) EE Se Peer ete be al ee 730 8.1 600 
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SE recite cond ante tact rie oedinca eels nmerones wate ce | Sendhccectacd 100. 0 7, 408 





én a bee ong and exchange values are based on operating records and are subject to adjustment upon 
accounting. 
3 COC is protected, when exports of commodities exceed deliveries of materials, through deposit of cash or 
irrevocable letters of credit by contractors in favor of CCC. 
3 Includes grain sorghums, oats, cotton, rye, nonfat dry milk, and butter. 


Mr. Gatrurnas (presiding). Off the record. 
( Discussion off the seeore) 
Mr. Gatuines. The committee will stand adjourned until 10 o’clock 
tomorrow morning at which time the farm organizations will be heard. 
(Whereupon at 12:25 p. m. the hearing adjourned to reconvene 
Tuesday, May 6, 1958, at 10 a. m.) 
(The following letter was submitted to the committee :) 


UxsitTep States DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
Washington, D. 0., May 28, 1958. 
Hon. Harotp D. Coo.ey, 
Chairman, House Agriculture Committee, 
House of Representatives. 


DEAR CONGRESSMAN CooLey: During my testimony before your House Agri- 
culture Committee on May 5, 1958, I promised to send you an explanation of the 
reasons which motivated us in changing on May 28, 1957, the rules governing the 
disposal of surplus agricultural commodities through our barter program. This 
letter will, I hope, assist your committee in understanding what we believe was 
wrong with the old barter program and why we felt it necessary to establish new 
barter regulations. 

To understand what we did and why we did it, a general explanation of how we 
acquired minerals and metals in exchange for agricultural commodities under 
the old program is necessary. Prior to May 28, 1957, through public announce- 
ments, Commodity Credit Corporation indicated that it was prepared to receive 
offers from private United States firms to furnish certain specified foreign-pro- 
duced strategic and critical materials in return for an equivalent value in CCC- 
owned commodities. We still use this method of inviting barter offers. Barter 
contracts negotiated on the basis of these offers permitted the agricultural com- 
modities to be delivered to the contractor before he delivered the strategic and 
critical materials to CCC. While requiring the barter contractor to export the 
agricultural commodities he received for his materials, the contracts permitted 
such export to any friendly foreign country. Although the minerals and metals 
had to be produced abroad, processing of some of the ores in the United States 
was allowed. These were the principal features of the old barter program which 
we subsequently changed. 

Over the course of our barter operations, from time to time we were told by 
the trade and by our foreign agricultural attachés that barter commodities were 
sometimes being offered in the world markets at discount prices. Illustrative of 
such discount prices is information we recently received that a barter contractor, 
in response to a Brazilian invitation for bids on wheat, had offered to supply 
United States wheat on either a cash or a barter basis. The barter wheat was 
offered at $10 per ton less than the cash wheat. 

It has been argued that the competitive advantage enjoyed by barter com- 
modities stimulates agricultural exports. However, such a price advantage can 
only serve to drive down the world price of agricultural commodities. Agricul- 
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tural commodities moving under barter are in competition, not only with agri- 
cultural commodities from other countries but with agricultural commodities 
exported from this country through normal channels of trade. This can become 
a vicious circle. To the extent that the domestic market price is influenced by 
the price at which exporters can sell in world markets a lower price will result 
in order to meet the competition of the same commodity originating through 
barter. 

In seeking to determine to what extent barter exports might be displacing 
normal dollar sales, we first ascertained the countries and areas to which agri- 
cultural commodities were going under our barter contracts. We found that 
most of these commodities were moving not to the countries supplying us with 
the minerals and metals but to those countries which normally purchase a large 
part of their commodity requirements from us on a dollar basis. For example, 
during the fiscal year ending June 30, 1957, about 73 percent of the wheat 
exported under the barter program went to hard currency countries that have 
a long history of wheat purchases from the United States. Admittedly, these 
facts did not prove beyond question that normal dollar export sales were being 
displaced by barter exports. They did provide very persuasive evidence that 
the exports represented by barter would have taken place on a cash basis were it 
not for barter. 

In order to minimize the displacement of United States cash exports of agri- 
cultural commodities by barter, we decided to require that a barter contractor 
must provide us with a reasonable showing that the commodities exported under 
his barter contract would add to, rather than partially displace, United States 
dollar exports of the commodity involved. To assist barter contractors, we 
published a list, identified as the group I list, of those friendly foreign countries 
to which, on the basis of our studies, barter commodities could be shipped without 
any reasonable possibility of their interfering with the regular cash markets 
for our commodities. As to other friendly countries which did not appear on the 
group I list, we required the barter contractor to obtain from an official of the 
government of the country receiving the commodity a statement to the effect that 
the barter import would not displace anticipated imports of the commodity from 
the United States on a dollar basis. 

That barter commodities were being sold in the world markets at lower prices 
than nonbarter commodities caused us to inquire how such discount sales were 
possible. The first and most obvious reason was the free use by the barter 
contractor of the proceeds of the sale of barter commodities. For example, under 
a barter contract running for 2 years involving the exchange of $1 million in 
agricultural commodities for an equal value of chrome ore, the barter contractor, 
by taking the agricultural commodities and selling them shortly after the signing 
of the contract would have the interest free use of approximately $1 million for 
financing his other operations until such time within 2 years as he elected to 
deliver chrome ore under his barter contract. This free use of $1 million gave to 
the barter contractor an advantage not enjoyed by the cash and credit purchaser 
of commodities from CCC. It permitted him to sell the barter commodities at 
lower prices than the cash or credit purchaser could offer. Under our revised 
barter program we think we have corrected this inequity by requiring barter con- 
tractors to pay CCC interest from the time commodities are delivered to them 
until the commodities are paid for with materials. 

It is our feeling that the barter program should be self-sustaining in the sense 
that foreign purchasing power should be generated by the procurement of mate- 
rials which could be used for the purchase abroad of the agricultural commodities 
delivered to the barter contractor in payment for the materials. If foreign pur- 
chasing power were not generated, then the foreign purchases of agricultural 
commodities under barter would be more likely to displace normal cash sales of 
commodities. Under the old barter program, processing of foreign ores in the 
United States was allowed in some cases. Processing costs represented a sizable 
part of the value of such processed material eventually delivered to CCC. To 
the extent of processing costs accruing in the United States, no foreign purchas- 
ing power was generated. Therefore, in revising our barter program rules, we 
provided that materials delivered under barter contracts must be both produced 
and processed abroad. 

The legislative authorities for exchanging agricultural surpluses for strategic 
and other materials convince us that the primary purpose of barter is to provide 
a means of moving additional United States agricultural commodities into world 
markets. Other reasons advanced for barter are, in our view, not sustainable 
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unless they meet the test of moving additional commodities. We are aware that 
other reasons have been urged with such vigor as to becloud this basic purpose. 
Many of the minerals and metals procurable under barter are in surplus world 
supply. To contract for these metals and minerals without regard to moving 
additional agricultural commodities, as we did before we changed our barter 
rules, might appear to provide some relief for domestic materials producers suffer- 
ing from lower cost foreign competition. However, to remove such competing 
foreign produced minerals and metals from the market at best probably provides 
only a temporary price stabilization for domestic producers. The artificial barter 
outlet can only serve to stimulate additional foreign production, increase existing 
surpluses, and further depress world prices. We cannot solve the price support 
and surplus removal problems of our domestic agriculture by attempting to take 
on those same responsibilities for a much wider field of material production 
throughout the world. 
Very truly yours, 


WALTER C. Bercer, Administrator. 
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Agricultural Trade Development and Assistance Act of 1954 


TUESDAY, MAY 6, 1958 


House oF REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee reconvened pursuant to adjournment at 10 a. m., in 
room 1310, New House Office Building, Hon. Harold D. Cooley (chair- 
man) presiding. 

The Cuarrman. The committee will be in order, please. 

Mr. Robert W. Downs, State president, Arkansas Farmers Union. 
Is Mr. Downs present ? 

(No response. ) 

Mr. John C. Lynn, the American Farm Bureau Federation. 


STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR; ACCOM- 
PANIED BY GEORGE J. DIETZ, DIRECTOR OF INTERNATIONAL 
AFFAIRS; AND HERBERT E. HARRIS II, ASSISTANT DIRECTOR, 
INTERNATIONAL AFFAIRS, REPRESENTING THE AMERICAN 
FARM BUREAU FEDERATION 


Mr. Lynn. Mr. Chairman, we have a prepared statement and I 
would like to file it for the record and brief it, if I may ? 

The Cuarrman. Without objection, you may file your statement. 

(The document referred to is as follows :) 


STATEMENT OF THE AMERICAN F'ARM BUREAU FEDERATION WITH RecGarp To 8. 3420, 
EXTENSION OF THE AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE ACT 
(Pusiic Law 480) 


Presented by John C. Lynn, Legislative Director; George J. Dietz, Director of 
International Affairs; and Herbert E. Harris II, Assistant Director, Interna- 
tional Affairs, May 6, 1958 


The American Farm Bureau Federation appreciates the opportunity to present 
to this committee its recommendations regarding Public Law 480, the Agricul- 
tural Trade Development and Assistance Act. 

The 1954 policies of the AFBF stated: 

“Surplus farm products that cannot be sold abroad for dollars should be 
offered for sale and export through private channels, under limitations deter- 
mined by the Secretary of Agriculture, in exchange for local currencies.” 

Based on this policy Farm Bureau vigorously supported the Agricultural 
Trade Development and Assistance Act. This act was passed by Congress and 
signed by the President in July 1954. It was designed as a 3-year program, and 
$700 million was authorized for sales for foreign currency. 

At its inception, the three main objectives of the Public Law 480 program 
were (1) to reduce surpluses by making possible sales of farm products in addi- 
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tion to the normal dollar sales; (2) to establish private trade channels for sales 
of farm products which could be continued with dollar sales after the termina- 
tion of the program; and (3) to use part of the currency received from such 
sales to develop new markets or expand existing markets for farm products. 
In our opinion these objectives are still sound. There is no reason to alter them. 

In 1955 and 1956 Farm Bureau supported legislation which increased the orig- 
inal $700 million of foreign currency sales to $3 billion. In 1957 Farm Bureau 
recommended to Congress a further extension for 2 years and an increased au- 
thorization of $1 billion for fiscal year 1958. 

Our 1958 policies state in part : 

“* * * We recommend that this law be extended and adequate funds pro- 
vided. We believe, however, that this program should be terminated as soon 
as our agricultural surplus situation will permit. Public Law 480 was designed 
as a temporary program to help relieve problems caused by unrealistic domestic 
farm programs. It is not a permanent solution nor a satisfactory substitute for 
trade for dollars, 

“Sales for foreign currency must not replace sales for dollars. Public Law 
480 sales efforts should be directed toward those countries which lack sufficient 
dollar exchange to purchase our farm products.” 

Based on the above policy, the American Farm Bureau Federation board of 
directors at its January meeting, made the following specific recommendations : 
“We recommend extension of Public Law 480 for 2 years, and that funds be 
provided as follows: $1,250 million for fiscal 1959, $750 million for fiscal 1960.” 

The original law establishing Public Law 480 prescribed a temporary program 
with a 3-year limitation. While it has been necessary to extend the law beyond 
this period, Farm Bureau has emphasized that it is imperative to recognize that 
Public Law 480 is a temporary program. Congressional committee reports on 
these extensions also have emphasized this point. 

The report from the Committee on Agriculture of the House of Representa- 
tives (Rept. No. 432, dated May 9, 1957) : “This committee would remind those 
in charge of administering this law that it is not intended as a permanent part 
of either our agricultural or our foreign trade program. It is an emergency law 
designed for the sole purpose of making the best of a bad situation by providing 
for the disposal of agricultural surpluses in a manner which will return some 
benefit—if possible, a permanent benefit—to the United States.” 

We must now show our intent by gradually tapering off the money authorized 
for this program. 

Agricultural exports in fiscal year 1956-57 amounted to $4.7 billion. About 
42 percent of our exports moved under direct Government programs such as 
sales for foreign currency, gifts, and barter (title I of Public Law 480 accounted 
for 19 percent). Sales for dollars increased by $648 million with cotton sales 
under the cotton export subsidy program accounting for 75 percent of the in- 
crease. Dollar export sales of wheat were also subsidized (see attachments). 

If we include the exports made possible by subsidizing the sales price, it is 
estimated that about 70 percent of our exports were the result of some form of 
government assistance. These data are alarming. We feel that it would be 
extremely unhealthy for American agriculture, if these conditions continue over 
a protracted period of time. 


SHOULD PUBLIC LAW 480 BECOME PERMANENT? 


Farm Bureau thinks that it should not. A program of sales for foreign cur- 
rency can benefit American agriculture only for a limited length of time before 
markets start orienting to this way of doing business. The trade becomes ac- 
climated, as it were, to such sales. In short, customer nations start to consider 
the Public Law 480 operations as a normal part of commercial trade. There are 
indications that this situation has already developed in some instances. We 
view with serious concern evidence that some countries are adjusting their dol- 
lar exchange so that very little of it is used for the purchase of American farm 
products. They are taking for granted that they will be able to purchase a sub- 
stantial portion of their food and fiber needs from the United States with local 
currency. 

In our statement supporting the beginning of the Public Law 480 program in 
1954, Farm Bureau stated in part: 

“* * * but in so doing, we must always guard against policies that would 
indicate to our foreign customers that we have in mind some ‘giveaway’ scheme 
for agricultural commodities. We believe that if the executive branch of the 
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Government and the Congress should adopt such a large-scale ‘giveaway’ policy 
it would impair our firm dollar sales of agricultural commodities. 

We must always keep in mind that American farmers, for the most part, com- 
pete directly with United States industrial exports for scarce dollars and not 
with foreign agricultural producers. 

Many countries of the world are engaged in state trading of one form or 
another. If our foreign customers assume that they can continue to obtain their 
food and fiber needs with local currencies, they will certainly not be interested 
in spending scarce dollars for these agricultural commodities. They will un- 
doubtedly direct a substantial portion of these scarce dollars for the purchase 
of United States industrial equipment. 

There are further indications that some countries are requesting Public Law 
480 agreements before attempting to purchase American farm products through 
other means. Sales for foreign currency should be utilized to increase total 
agricultural trade, not to replace trade through regular channels. Programs are 
available which provide favorable terms of credit for the purchase of United 
States food and fiber. Foreign customers should be encouraged to fully explore 
Commodity Credit Corporation credit sales, Export-Import Bank loans, and 
other credit facilities before being offered commodities under the Public Law 
480 program. United States representatives at all levels should make this 
crystal clear to all foreign customers. Agreements under this act should be 
recommended only where there is strong evidence that sales can be made in no 
other manner or that total food and fiber consumption will be increased. 

These factors make it imperative that in extending Public Law 480, Congress 
should indicate that it is a temporary measure and that a more permanent basis 
for trade should be developed. 

Foreign countries or domestic producers should not come to depend on “easy 
sales” through this program. There is some evidence that American agriculture 
is becoming too dependent on Public Law 480 and similar type programs. 

We have been very successful in moving substantial portions of agricultural 
commodities into export markets but, at the same time, we have not been success- 
ful in removing the Government incentives for surplus production. As a conse- 
quence, United States farmers have continued to produce in excess of effective 
market demand. 

When Public Law 480 was passed on July 10, 1954, CCC had titles or held 
loans on about $6 billion worth of agricultural surpluses. Almost 4 years later, 
as of March 31, 1958, agricultural surpluses amounted to about $7.3 billion. In 
short, we have had to run very fast in our export program to stand still (and 
perhaps lose a little ground) in our surplus situation. 

Objections from competitor nations whose friendship and cooperation is neces- 
sary to the United States have not been infrequent. Some of these nations are 
very good customers of American farmers. However, many have recognized 
that our serious surplus situation required programs to move substantial por- 
tions of United States production into the export markets. In 1954 Farm 
Bureau stated, “* * * To indiscriminately dump or give away these huge Com- 
modity Credit Corporation stocks would be very disruptive to our efforts in 
developing a coalition of free nations for mutual defense.” These competitor 
nations have been willing to accept such programs as a temporary means of 
alleviating our surplus problem. We can expect adverse reactions from them 
unless we begin to show our firm intention of preventing sales for foreign cur- 
rency from becoming a long-term means of exporting American farm products. 


FOREIGN CURRENCY 


Under title I of Public Law 480 we have programed over $2,675 million of 
foreign currency. Congress is familiar with other programs such as section 
402 of the Mutual Security Act, under which we have accumulated additional 
amounts of foreign currency. The utilization of these foreign currencies must be 
earefully handled. Public Law 480 was never meant to be a program under 
which the United States simply went through the motions of taking foreign 
eurrency for farm products and then turning it back to the recipient nation. 
Such a practice amounts to little more than pure giveaway. To date, the United 
States has programed approximately $1.4 billion worth of loans for economic 
development. We have made grants in excess of $61 million. We must recog- 
nize that with these vast accumulations of soft currency, Public Law 480 can- 
not be extended indefinitely without completely changing the nature of the pro- 
gram. A sale for foreign currency that cannot be properly programed is a 
giveaway. Farm Bureau is opposed to giveaway programs. 
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BARTER 


The Farm Bureau’s 1958 policies state: 

“Our essential raw materials stockpiling program should be continued with 
proper safeguards. Surplus farm products should be traded under Public Law 
480 and otherwise, for essential materials that may be stored indefinitely with- 
out deterioration. Security stockpiles should be isolated from normal domestic 
requirements and use only in case of national emergency.” 

It seems to us to make good sense to barter surplus farm products which 
deteriorate and which require large storage costs for strategic materials with 
minimum storage and deterioration losses. There can be little argument as to 
our long-time needs of such materials as nickel, magnesium, copper, tungsten, 
ete., in order to meet the requirements of an expanding American economy in 
future years. Domestic production does not even approach our present needs. 

We recognized at the time the Department of Agriculture suspended barter 
operations a year ago that there was good cause to take a hard look at this pro- 
gram. Of course, it is essential that the barter program be administered so as 
not to cause hardships to other nations of the free world. However, when 
the Department issued the announcement of the new barter regulations on May 
28, 1957, Farm Bureau expressed its concern and stated its belief that the new 
rules would greatly restrict barter transactions and, in fact, would tend to 
destroy the program. 

The USDA and the CCC should not bear the whole weight of the barter 
program. It should be a program of all the administrative agencies of the 
Government designed to strengthen the posititon of the United States. The 
vast expenditures being made, for example, by the Department of Defense and 
the International Cooperation Administration for materials produced in foreign 
countries could be replaced in part by barter. 

Congress recognized this fact in Public Law 480 and directed such agencies 
to cooperate in barter activity. Approximately $11 million worth of farm prod- 
ucts were bartered in this manner during fiscal year 1956, $65 million worth in 
fiscal year 1957, and from July 1, 1957, to March 31, 1958, there have been no 
farm products bartered in this manner. Obviously barter transactions could be 
used to a greater extent in this field. 

The following table illustrates the serious decline in the barter program but 
also the encouraging increases during the present 6-month period: 


Barter contracts negotiated 
[Millions of dollars] 


Fiscal year July- January- Total 





December June 12-months 
period 
a ahs lita haben 95.4 186. 3 281.7 
EC Shas dds seen db he Mec deoar cadusdssekcanesk soscedane 49.1 266. 7 315. 8 
he bo. MER 6 aL ib he ddieddbcadabaenbé 147.5 125.1 272.6 
Slate cies teeta Ott al eaih, ote seee eespmaeloaeiieds. abegeem- tenia 121.3 126.9 
1 To date. 


We earnestly believe that it is possible under existing laws to develop an 
effective and realistic barter program within proper safeguards. In view of the 
continued large surpluses of certain agricultural commodities, it seems impera- 
tive that every effort be made to accomplish this. 

We do not feel any change of the barter provisions in the existing law is 
required or is advisable. We urge this committee to make clear in its report 
that an effective barter program should be implemented within proper safe- 
guards and that all governmental agencies are expected to cooperate in this 
endeavor. We feel that in such a manner it is possible to export farm products 
over and above our normal dollar exports and at the same time stockpile very 
searce minerals and other materials in critically short supply. 


RECOM MENDATIONS 


We wish to make the following recommendations concerning the provisions 
contained in 8S. 8420: 
(1) Substitute the following for the first section: 
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“That Section 103 (b) of the Agricultural Trade Development and Assistance 
Act of 1954, as amended (Public Law 480, Eighty-third Congress) is amended to 
read as follows: 

“(b) Agreements shall not be carried out under this title which will call for 
appropriations to reimburse the Commodity Credit Corporation pursuant to sub- 
section (a) of this section, in amounts in excess of $6,000,000,000 ; provided, that 
agreements shall not be entered into (1) in fiscal year 1959 which will call for 
appropriations to reimburse Commodity Credit Corporation in amounts in excess 
of $1,250,000,000, and (2) in fiscal year 1960 which will call for appropriations to 
reimburse Commodity Credit Corporation in amounts in excess of $750,000,000.” 

The present provision in S. 3420 sets up an open-ended authorization of $1.5 
billion. We feel that this can be construed as an effort to make a fundamental 
change in the characteristics of this law. Moreover, it seems to be an attempt 
to make foreign currency sales a permanent program. 

If funds authorized for the current fiscal year are not sufficient to meet the 
needs under the standards set forth in this statement, we will not oppose a 
supplemental authorization for the remainder of this fiscal year. 

(2) Section 2 of S. 3420 authorizes additional uses for foreign currency gen- 
erated under title I sales. There have been other proposals which would add 
even more authorized uses. We believe that this multitude of possible uses 
for foreign currency will make agreements under this act more and more diffi- 
eult to negotiate. We are concerned that Public Law 480 will gradually be 
turned into the very thing that will completely pervert its original intent— 
namely, a pure giveaway program, to the complete exclusion of agricultural 
market development. 

(3) Amend section 6 of S. 3420, line 6, by deleting the following provision: 

“* * * products manufactured from upland or longstaple cotton shall be 
made available for sale pursuant to the provisions of title I of the Act as long 
as cotton is in surplus supply * * *” 

This provision was offered from the floor of the Senate as a clarifying amend- 
ment. We believe it would set up a program never envisaged for Public Law 
480, namely, the selling of textiles for foreign currency. It is obvious, for 
example, that the total cost of a shirt represents a very small amount of cotton 
and would be a tremendously expensive method of moving cotton surpluses. 
Such a precedent could have no end, opening the door to innumerable requests 
to bring manufactured goods under the provisions of this so-called emergency 
agricultural export program. If hides were in surplus, shoes might be included. 

We earnestly urge that in extending Public Law 480 (The Agricultural Trade 
Development and Assistance Act), Congress adopt the above recommendations. 


DANGERS OF THE WORLD FOOD BANK 


The American Farm Bureau Federation is opposed to any world food bank 
scheme under the United Nations. The dangers are real: (1) The United Na- 
tions is a political body. It is, therefore, necessarily subjected to political in- 
trigues. The Soviet bloc is a vigorous and powerful force in this organization. 
We should not allow American farm surpluses to be controlled by the United 
Nations or any similar control world body. (2) A world food bank would 
unavoidably centralize control of world prices and markets. (3) It would have 
a disruptive effect on international commerec. 


MUTUALLY ADVANTAGEOUS TRADE 


The true objective of the American farmer should be expanded dollar markets. 
Farm Bureau supports a 5-year extension of the reciprocal trade agreements 
program with the authority remaining with the President of the United States. 

Farm Bureau considers the Reciprocal Trade Agreements Act more funda- 
mental to the development and maintenance of foreign markets than such tem- 
porary programs as sales for foreign currencies under title I of Public Law 480. 
It is also preferable to a permanent policy of large appropriations for so-called 
economic aid, paid for by the taxpayers. 

Unless we permit our foreign customers to sell, and earn dollar exchange, the 
goal of expanded dollar markets for American farm products will not be attained. 
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ATTACHMENT I[ 


480 


Agricultural exports, fiscal year 1957 











[Millions of dollars] 
Site SU. it alhdahiad “ a 
Exports Percentage 
Comm: dity Total under Outside of under 

exports Government programs | Government 

programs ! programs 
We mR s J see esse se le sd ss 958 655 303 68 
OES NN coi dim cep ne ptih dines ~ et <b 4s hha apne ga 361 227 134 63 
SII -Teniiitietthinetartanesmnniniiinnd Una tpi siedten hel 190 134 56 71 
Ber 2h Sk toik do cthakdlnecdiubinksdnwccesnces 91 9 82 | 10 
SEL nwncnnsse reephgsectcuetsresabshian’ ioe 1, 115 525 590 47 
Livestock products (dairy) ............--.---.-- | 700 | 240 460 34 
Vegetable oil and oil seeds...............-.-----| 455 135 320 30 
Fruits and vegetables. __..........-...-.---.---- 363 | 25 338 7 
TOROGED «nonce s cdnn gSeb es «hit mab bb cb} des 38 340 | 30 310 a 
 irvtinisehn+thinteibinthnthdesscenntttin enn 151 | 20 | 131 13 
PUT iA Set 4, 724 2, 000 | 2. 724 | 42 

















1 Programs: Public Law 480, all titles, mutual security 402, Export-Import Bank loans (only $70,000,000). 


Source: U. S. Department of Agriculture. 
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Mr. Lynn. I have with me Mr. George Dietz, who is director of 
international affairs department, and Mr. Herbert Harris, his assist- 
ant, who will assist me in the presentation or answering any questions 
that you might have. 

You know, Mr. Chairman, and most of the committee members 
know, that we had a great deal to do with the inauguration of Public 
Law 480. We are quite proud of that fact—that with the cooperation 
of members of this committee we could make a contribution to increas- 
ing exports of agricultural commodities. 
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We think the three objectives that we have outlined on page 1 of 
this statement, and which are in the original statement we made to 
this committee on this subject, are still very appropriate, namely: 
(1) to reduce surpluses by making possible sales of farm products in 
addition to normal dollar sales; and (2) to establish private trade 
channels for sales of farm products which could be continued with 
dollar sales after the termination of the program; and (3) to use part 
of the currency received from such sales to develop new markets or 
expand existing markets for farm products. In our opinion these 
principles are still sound as they were at that time. 

This program started out, as you know, Mr. Chairman, as a very 
modest program of $700 million, but it has continued to grow. Un- 
fortunately the surpluses have been coming in at a faster rate than 
we have been able to scoop them out, even with the big scoops that we 
have had, such as the Public Law 480 program. 

We have always considered Public Law 480 as a temporary pro- 
gram, as one designed to help alleviate our surplus situation and at 
the same time develop some permanent markets. However, there is 
some indication that it is becoming a very permanent type program. 
Now we would like to make specie recommendations that this pro- 
gram be extended for 2 years, and on page 2 we specify the amounts 
that we recommend : $1,250 million for the fiscal year beginning July 
1, 1958, and $750 million for the fiscal year beginning July 1, 1959. 
We think it is necessary to show our intention or tapering off this 
program. 

Not quite a year ago this committee in its report, in House Report 
No. 432, which is quoted at the bottom of page 2, we think summed 
up our feeling about this thing better than we have been able to state 
it, when you said in your report, dated May 9, 1957: 

This committee would remind those in charge of administering this law that 
it is not intended as a permanent part of either our agricultural or our foreign 
trade program. It is an emergency law designed for the sole purpose of making 
the best of a bad situation by providing for the disposal of agricultural surpluses 
in a manner which will return some benefit—if possible, a permanent benefit— 
to the United States. 

Well, certainly we heartily concur in this statement by this 
committee. 

We see a lot of evidence that there are some moves on foot to make 
this program a permanent program. We cannot prove it, but we 
have strong suspicion that a great many of the countries, who could 
otherwise buy our agricultural commodities for dollars are becoming 
too dependent on these easy sales for local currencies and are saving 
their dollar exchange to buy commodities other than agricultural com- 
modities, such as automobiles and refrigerators and so forth. We are 
not against those countries buying these items, but we do have some 
information that would seem to indicate we ought to stop, look, and 
listen—when we find finance ministers abroad, as reported to us, 
taking into consideration pretty well what they can expect to get under 
Public Law 480 and making out their budgets accordingly. I am 
simply suggesting, Mr. Chairman, that we could easily get into a rut 
by overusing Public Law 480, and get so accustomed to these easy 
sales, and get our customers so accustomed to these easy sales, that 
it will prove to be a liability rather than an asset. We are not critical 
of those who have been administering the law—we think they have 
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done a good job—but it is a very natural thing, since we have a 
tremendous pile of the agricultural surpluses and are having very 
little success in cutting the pile down, to make the sales even more 
easy than the law intended for them to ’be made. Because this law is 
supposed to be an additionality law, our original thinking behind this 
idea—and I think it is clear in the written language—was this: If 
X country has been buying $15 million worth of, let us say, cotton from 
the United States, anc d they were running a little short of dollars, we 
say, “Now, if you will buy, continue to buy, $15 million worth of 
cotton from the United States, we will let you have $10 million worth 
of cotton for your local currency.” What I am say ing, Mr. Chairman, 
is I am afraid that in some cases we have been saying, “Well, we will 
let you have the $25 million for local currency,” and not requiring 
them to spend their dollars for them. 

The CuatrMAn. Do you have any evidence of that ? 

The reason I am asking is that I have asked the Administrator and 
other representatives of the Department if these transactions under 
Public Law 480 were interfering in any way with normal commerce. 
They think some transactions have interferred with normal trade, 
but they have not given me any satisfactory proof. You explained 
our intentions quite well in the last statement you made. If these 
transactions are displacing normal trade, interfering with private 
business, it is time for us to stop, look, and listen. We have not had 
any proof. 

Mr. Lynn. Well, Mr. Cooley, as you know we depend upon the 
Department of Agriculture and the Department of State and those 
people for our information, as youdo. I think Mr. Ear] Butz, former 
Assistant Secretary of Agriculture, in his testimony before the Senate 
committee last year, certainly gave some clear indication of cases 
where this was true, but he did not name names and countries and 
places, and we cannot do that either. But we have talked to a lot of 
agricultural attachés, for example, who are stationed here in the 
United States, and some of our own attachés abroad, and we have a 
clear indication that this may be true. We would simply suggest, Mr. 
Chairman, that the committee ought to take note of this, and we should 
do everything we can to make sure that this does not happen because 
5 years from now it might prove detrimental to agriculture, and our 
ability to export for dollars. 

Skipping over now, to discuss the use of the foreign currency, we 
think this foreign currency that has accumulated as a ‘result of Public 
Law 480 transactions and other soft transactions could prove to be 
a great liability to the United States if it is not handled correctly. 
We see evidence that there are a lot of easy credits, or almost giveaway 
programs, being worded out with these countries as they negotiate 
the agreements under this act. We believe that this currency that is 
accepted under Public Law 480 sales should be handled very astutely, 
almost as if it were dollars, recognizing that it is not as good as dollars 
but making sure that we do not accept yen, for example, for rice or 
wheat or cotton and then simply turn around and give it to the Japa- 
nese for any and all kinds of projects. 

Now this may sound overly critical of the administration of this 
program, and we do not intend to be; we are simply saying that there 
is some evidence that this currency—local currency, that is—accu- 
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mulating under this program is not being used to the best advantage 
in promoting trade, peace, and good will. We ought to watch this 
very carefully or else we get into the problem of simply giving the 
currency back to these countries, chick after all would simply ¢ turn 
this into a giveaway program. 

Now moving to this barter section of the law, there is a lot of con- 
troversy with regard to this particular section. The oper ration of this 
is not all black or all white. We are for barter. We believe it is good 
business on the part of the United States that wherever we have a 
surplus agricultural commodity, and we know we are very short of 
many, many minerals and strategic materials, we thing it is good busi- 
ness on the part of the United States to exchange these surplus agri- 
cultural commodities for these strategic and cr itical materials. 

The Cuarrman. May I interrupt you? Mr. Lynn, did you hear the 
testimony of the Administrator ? 

Mr. Lynn. Yes, sir. 

The Cuarrman. All that indicates to me is that the Department is 
no longer interested in barter transactions, and the Senate has a pro- 
vision, or did have a provision of a bill—I am under the impression that 
it was unanimously reported by the committee—which made the barter 
transactions mandatory. I do not know how they could very well 
operate under a mandatory barter provision. 

Mr. Lynn. That was knocked out of the Senate bill on the floor. 

The Cuatrman. By a very close vote. It indicates the interest of 
the Agriculture Committee of the Senate, and the Senate itself. There 
have been some discussions about this committee reporting a manda- 
tory barter provision. 

Mr. Lynn. We would not so recommend. 

The Cuatrman. I have some misgivings about it. I do not know 
how a mandatory provision could possibly operate. 

You heard the Department’s testimony yesterday, which indicated 
they were no longer interested in any substantial barter transactions. 
I thought the program had operated very well. We had disposed of 
$1 billion worth of surpluses in exchange for strategic materials. 
Last May, a year ago, they discontinued the barter program. 

Mr. Lynn. I can ‘insert in the record, if you would like, Mr. Chair- 
man, a letter which we wrote to the Secretary of Agriculture, the Un- 
der Secretary, on June 3 of 1957 after this announcement was made, 
expressing our great concern and fear that this announcement would 
greatly curtail the barter program. 

The Cuarrman. Do you have a copy of the letter you wrote the 
Department ? 

Mr. Lynn. Yes, sir. 

The Cuatrman. Without objection, you may insert it in the record. 

(The letter referred to is as follows :) 

JUNE 3, 1957. 
Hon. True D. Morse, 
Under Secretary of Agriculture, 
Washington, D.C. 

Dear True: We were quite interested and somewhat disturbed about the 
press release of the Department of Agriculture dated May 28 outlining the new 
policies with regard to barter programs. As you know, the American Farm 
Bureau Federation has supported the principle of barter, and we have pointed 


out on numerous occasions that we believe it is in this country’s best interest 
to expand our stockpile of strategic and critical material. We believe that a 
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part of the agricultural surplus can be used to good advantage in carrying out 
this program. 

There can be little argument as to our long-time needs of such materials as 
nickel, magnesium, copper, tungsten, etc., in order to meet the needs of an ex- 
panding American economy in future years. Domestic production does not even 
approach our present needs, 


Our 1957 policies read as follows: 
“Our essential raw materials stockpiling program should be continued and 


expanded. Surplus farm products should be traded, under Public Law 480 and 
otherwise, for essential materials that may be stored indefinitely without 
deterioration.” 

We recognized at the time the Department of Agriculture suspended barter 
operations that there was good cause in that a great deal of CCC funds were 
being tied up in materials for future deliveries to the extent that might impair 
the capital structure of CCC. We were very much for the Department of 
Agriculture taking a look at the program. However, we are somewhat disturbed 
after reading the announcement of May 28 with regard to the revamped pro- 
gram under which CCC will continue to exchange surplus farm products for 
strategic and other materials from foreign countries. 

We believe that some of the rules and regulations will greatly restrict the 
transactions, and in fact will tend to destroy this program. For example, it is 
a little hard for us to think of any country to which we might export wheat 
that is not included in the list on page 3 of the news release. Many of these 
countries need our wheat and it will be very difficult to determine the replace- 
ment concept. 

The American Farm Federation is not asking for any specific changes in the 
new rules and regulations at this time, however, we will watch the operation 
of this program very carefully and will be prepared to make specific recom- 
mendations if the volume of agricultural commodities moving under this program 
is reduced as drastically as we feel it will be under these very stringent rules 
and regulations under which it must now operate. } 

This country’s need for critical and strategic material, together with our 
continued accumulation of agricultural surpluses would seem to make it advisable 
to implement an effective barter program. The United States Department of 
Agriculture and the CCC should not bear the whole weight of this program, 
but this should be a program of all the administrative agencies of government, 
designed to strengthen the position of the United States. 

We will be happy to discuss with you, and other people in the Department, 
in greater detail, our policies with regard to this matter. 

Sincerely yours, 
JOHN C. Lynn, Legislative Director. 


Mr. Lynn. And we followed this with another letter of November 8 
indicating our concern still because we had seen the figures—we would 


put that in the record if you would like. 
The CHatrMan. Yes; you may insert that in the record. 
(The letter referred to is as follows:) 
AMERICAN FARM BUREAU FEDERATION, 
Washington, D. C., November 8, 1957. 
Hon. True D. Morse, 
Under Secretary of Agriculture, 
Washington, D.C. 

Dear TrRvuE: You will recall that on June 3 we wrote you concerning the barter 
program, and expressed our concern over the new regulations issued by the 
Department of Agriculture. We felt at that time that some of the new rules 
would greatly restrict barter transactions. We have continued to watch the 
program very closely and it seems apparent that the new regulations have, in 
fact, caused the barter program to cease being an important factor in the export 
of surplus farm products. 

As you know, approximately $316 million worth of farm products was bartered 
in fiscal year 1956. Approximately $273 million worth was bartered in fiscal 
year 1957. However, since the issuance of the new regulations on May 28, 1957, 
less than one-half million dollars’ worth of farm products has been bartered. 
This compares with over $64 million bartered during the same period in 1956. 
We support the premise that proper safeguards should be utilized to prevent 
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barter transactions from displacing sales for dollars. However, we feel that 
proper safeguards need not jeopardize the entire barter program. 

We repeat our view that it makes good sense to barter farm products which 
deteriorate and which require large storage costs for strategic materials with 
minimal storage and deterioration losses. We recognize that there is, at present, 
a reassessment of the stockpiling program being made by an advisory committee. 
It is possible that a determination will be made that the United States requires 
very little additional strategic materials in the stockpile. However, we do not 
believe this should mean an end to the barter program. 

The vast expenditures being made, for example, by the Department of Defense 
and the International Cooperation Administration for materials produced in 
foreign countries, could be replaced in part by the barter program. As you 
know, Congress recognized this and directed such agencies to cooperate in barter 
activities in Public Law 480, the Agricultural Trade Development Act. Approxi- 
mately $11 million worth of farm products were bartered in this manner during 
fiscal year 1956 and $65 million worth in fiscal year 1957. We believe these 
figures represent a small percentage of the materials which could have been 
procured through barter if proper emphasis had been given to this program. 
It is a matter of special concern that between July 1 and September 30, 1957, 
there has been no farm products bartered in this manner. 

We recognize that this matter goes beyond the scope and authority of the 
United States Department of Agriculture; however, it is our hope that the 
responsible officials in the Department will take leadership in helping determine 
a sound long-range policy with regard to this program. 

We earnestly believe that it is possible to develop an effective and realistic 
barter program within proper safeguards. In view of the continued large 
surpluses of certain agricultural commodities, it seems imperative that every 
effort be made to accomplish this. 

We would be happy to discuss with you in greater detail our policies in regard 
to this matter. 


Very truly yours, 
Joun C. Lynn, Legislative Director. 


The Cuatrman. Mr. Hill has a question. 

Mr. Hix. On page 6, Mr. Lynn, you say that there can be little 
argument as to our longtime needs of such materials, and you espe- 
cially mention some we in the West are interested in. 

Mr. Lynn. Yes, sir. 

Mr. Hiiu. That is magnesium, copper, and so forth—especially 
the so forth. 

Now am I to understand that the Farm Bureau, the national farm 
organization, wants to support trading or bartering that will put all 
of our mineral operation in lead and tungsten and copper, and so forth, 
out of business ? 

Mr. Lynn. Oh, no, sir. We are not for putting any of our mining 
people out of business. 

Mr. Hiri. But we are, though. Let’s not say we are not. Most of 
them are closed down. Almost every mine in my area is closed down 
today. I am sorry he is not here this morning, but in Congressman 
Dixon’s State they mine zinc with a steam shovel, and if you can ima- 

ine ore being mined cheaper than that anywhere in the world, I would 
fie to know the place. And they are practically out of business. Now 
they are out of business because we can get this material cheaper by 
shipping it into the United States than that mine can operate. Now 
there is a place somewhere along the line where we should draw the 
line. Now where would you suggest ! 

Mr. Lynn. I think you have a good point, Mr. Hill, and we have 
no intention of destroying these mines, ‘The barter provisions of Pub- 
lic Law 480 set aside these minerals that are bartered under this 
program and they are only released on the authority of the Congress. 
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Now in administering this law, certainly if we have an oversupply 
of nickel or copper, for example, it would not be in the best interests 
of the United States to barter for that particular commodity at this 
time. 

Mr. Hix. Let me ask a question right there. Isn’t that just a little 
bit inconsistent for you to sit here this morning and tell us it is a fine 
thing to draw a line, when we are putting the mines out of business, 
but when we want to sell surplus products that the farmer has, and 
barter it, and ship it to Japan, you say “Do not do that.” Now how 
do you put those two together ¢ 

Mr. Lynn. We do not intend to be inconsistent, Mr. Hill. 

Mr. Hinz. But it is. 

Mr. Lynn. Weare not for putting your miners out of business 

Mr. Hitz. But you have. 

Mr. Lynn. Farm Bureau sure has not. Do you think the barter 
program has put them out of business ? 

Mr. Huw. I think the barter program has helped, because if you 
will notice just this last week Secretary of Interior Seaton recom- 
mended quite a radical program to the President of these United States 
in regard to subsidizing mines. Now he is on the right track when 
he says if we lose these mines we may never recover them. 

Mr. Lynn. No, sir. I would like to make it very clear, sir, that 
our best security is in the United States for these minerals, and we 
are not for imports that would put them out of business. 

Mr. Hitt. Now you cannot walk away and leave that statement. 
I would go on with it. But the same is true with the farmer. We sa 
we have the finest wheat-production area in all the world in the High 
Plains of these United States. Now do you think that I think we 
should curtail those wheatgrowers because we find all over the world 
there are spots where we could export wheat, and even give it away, 
and come out on top/ Now i this answer your objection, if we 
worked the barter trade in such a fashion that immediately this wheat 
would fall into the hands of State Department or some other relief 
organization, and not be charged as a loss to agriculture when we 
give friendly countries surplus food ? 

I think our whole program needs to be revolutionized, and I for 
one am in favor of giving it away—you may think that is wrong— 
out of these United States to countries who actually need it. Do not 
even put it in the channel of trade, give it away, directly to people 
through relief organizations, never through trade channels. What 
would you think of that ? 

Mr, Lynn. Well, I have had a little experience in giveaway pro- 
grams and administering abroad. The first time I met you and Mr. 
Poage I was in the food-distributing business in Germany. It is 
very difficult to give things away in another country and have them 
identified as being from the United States. You have put them 
through the regular channels of trade and the people pay for them 
in their local currency. The people pay for them. 

Mr. Hix. Let’s stop right there and say we have not done that. 
Let us not say we cannot do it, because I do not believe that for a 
single minute, either, because we can do it. Just because we have been 
doing it wrong is no argument that it cannot be done right. And that 
is where I differ from the Farm Bureau. I say we should give it away 
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correctly through social organizations and welfare organizations, 
and package this food and put on the package “Not to be sold at any 
price.” Put a United States symbol on it. I am wondering if we 
could not work such a plan ? 

Mr. Lynn. That provision is now in Public Law 480. 

Mr. Hitt. It has always been in there. 

Mr. Lynn. It has always been inthere. I do not know how 

Mr. Hixi. Anyway, we should not put ourselves in a ae where 
we cannot get into that field, when we might want to fight a war of 
opposition giving surplus food away. Now let’s not rule that out. 

r. Lynn. I think there is plenty of provision, Mr. Hill, in Public 
Law 480 now, in title II and title III for that. We support those 
provisions. 

The Cuarrman. What attention do you think Mr. Berger paid to 
the comment in our report on barter ? 

Mr. Lynn. I beg your pardon ? 

The Cuamman. What attention do you think Mr. Berger would pay 
to a comment in our report regarding barter, in view of what he said 
yesterday ? 

Mr. Lynn. I do not know how much attention Mr. Berger would 
pay to your comment, however I know he is a reasonable man. I think 
the legislative history, with regard to this matter will have an effect 
on the administrators of this program. Now, do not misunderstand 
me, we are not suggesting a requirement to barter $500 million worth 
of stuff irrespective, these things have to be looked at on every turn, 
as to what effect they will have on the mineral industry and all of 
these things. This should be handled administratively, we believe 
it can be done, and there should be more bartering than now. 

The Cuamman. [agree with you. 

Mr. Hoeven wants to ask some questions. 

Mr. Lynn. Excuse me, sir, may I just finish this point. 

With the legislative history in the Senate and with a strong state- 
ment from this committee, it seems to me that it would be an indication 
on the part of the Congress that we needed to give a little more em- 
phasis to this part of the program. And we concur in that idea. This 
may sound overly critical of the Department of Agriculture and we 
do not intend to be—but we believe this thing has been slowed down 
unduly. 

Mr. Horven. Mr. Lynn, yesterday Assistant Secretary of Agricul- 
ture Don Paarlberg said, and I quote from page 10 of his statement 
with relation to barter, as follows: 

The Secretary now has the discretion to determine whether or not barter 
transactions protect the funds and assets of CCC. This means that he will 
barter whenever the same commodities cannot be sold for dollars. To make it 
mandatory that the Secretary barter when he is offered strategic or other ma- 
terials will require him to displace the dollar sales. 

Now as I understand it, you are opposed to a compulsory barter 
system. Are you in favor of the discretionary powers which the Secre- 
tary contends he has, or is there a middle ground ¢ 

Mr. Lynn. Well, we believe section 303, Mr. Hoeven, of the Public 
Law 480 which deals with this question is quite clear. It is true that 
it gives the Secretary of Agriculture wide discretion in connection 
with this program. We are not recommending any change in this law. 
We certainly oppose any mandatory barter provisions in this act. 
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But you see, it may be better on the part of the United States to 
exchange a $2 bushel of wheat for $2 worth of some mineral that we 
need, rather than selling the bushel of wheat for $1.25 and get dollars 
for it. 

Mr. Hoeven. Mr. Lynn, the Secretary now has discretionary au- 
thority. Do you want to leave that as is, or do you want some change? 

Mr. Lynn. We want to leave it as is, Mr. Hoeven, and we have sug- 
gested here you may wish to suggest, or this committee, that we need 
to speed up this program. 

Mr. Hoeven. There are only two methods of approach as I see it. 
Either legislation directing barter or writing something in the com- 
mittee report as suggested by the Chairman. Which do you prefer? 

Mr. Lynn. We prefer the committee report route rather than 
amending the legislation. 

Mr. Hitt. Let me ask another question: Aren’t we in a much better 
position—we are talking about the world situation—if we would defi- 
nitely plan a program to give surpluses to hungry people? I mean 
plan it, and to enlarge that program with worldwide publicity that we 
give the surplus to the poor people anywhere in the world—we would 
exclude Russia and her satellites, I suppose—provided it goes direct] 
to people who are not in the market for that product? Now, I thin 
we could all unite on that. And let me ask you, wouldn’t that really 
be the greatest argument for the type and kind of government that we 
have? Now I just ask you that question. How can you oppose a 
program like that ? 

We have not tried it, this was the first time we had anything on our 
books that even approached such a plan. 

Mr. Lynn. We are in sympathy with your objective, sir, but I can- 
not see for the life of me how you would even administer it. I do not 
know how you would get a minister of agriculture, or any prime 
minister. who could live with his own agricultural producers if he put 
into effect a massive giveaway program of American agricultural com- 
modities. I think we would hurt our relationship with some of our 
good friends and customers. 

Mr. Hitt. No; you are getting into an entirely different field. The 
kind of people I am thinking about never heard of an agricultural 
minister. And you know there are plenty of small countries that 
have had no information and no training in the production of food. 

Mr. Lynn. That is right. 

Mr. Hitz. Now, why not pick those countries out, and let us offer 
them something by the way of providing them food. 

Mr. Stupson. Will the gentleman yield ? 

Mr. Hinx. Cetainly, I am through. 

Mr. Stupson. Maybe they would not like it. 

Mr. Hitt. Then they would not get it. That is the answer. 

The Cuamrman. The substance of it is in the law now. 

Mr. Smiru. Will the gentleman yield? 

[ am sure Mr. Hill should remember that there is such a thing as a 
community of nations, and you cannot give anything to anyone if they 
will not let them bring it in. 

Mr. Hitz, That is fine, I am for it. I did not say anything about 
that. 

You have welfare organizations almost all over the world, and my 
feeling is that you are going to see many of them—and of course, I am 
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talking about welfare and I do not think it even should be charged up 
to agriculture, not a single dime of it. It is not in the nature of 
agriculture, it is straight welfare, it is straight surplus that we have, 
and it will not interfere with one single person in the food business. 
They are not products that are for sale. 

I could mention milk, for instance, and I am not a dairyman at all. 
When you reconstitute milk—the most important thing is not the 
product, the most important thing is to have water, and the right type 
and right kind, and there are many nations in the world that do not 
have plenty of pure water. 

Mr. Smirn. You are talking about objecting to driving your own 
miners out of business by bringing minerals in, and now you want 
to turn around and say we are going to drive some producer out of 
business in another country with food products. That is what you 
are doing. 

Mr. Hitz. There are no producers—I will mention one place in 
my own district, poor people with hardly enough funds to get along at 
home, who are supplying missionaries with food in a certain country 
for actually starving children. And if you think we have an abund- 
ance where they have none—why not supply plenty of food to mis- 
sionaries who can give it directly to people? And remember, these 
folks are sacrificing at home to get what little food they can send to 
their missionaries. 

Mr. Marruews. The gentleman has intrigued me very much, and 
I agree with him wholeheartedly. As I believe your idea is to deal 
with this distribution through these great organizations of philan- 
thropy, through your religious organizations, and as I understand 
the gentleman, his feeling is we have not even made a good start on 
that type of program ¢ 

Mr. Huw. I could name 2 or 3 of the organizations that are doing 
good work, and when I asked for information on what percentage 
of our giveaway program they had, it was so small I am ashamed 
to mention it. 

Mr. Anruso. Would you yield? 

Mr. Hirt. I have been through for quite a little time. 

Mr. Anruso. I want to congratulate Mr. Hill on that very fine 
statement, because I know that charitable agencies of all faiths have 
done a tremendous job, and in addition thereto they have saved this 
country a great deal of money because they have the missionaries 
for distribution and everything else. 

Mr. Hitz. And made friends, too. 

Mr. Anruso. And have made friends. 

Mr. Hix. No enemies. 

The CuHatrmMan. That is all authorized by the law. It is in the 
law now. 

Mr. Anernetuy. Mr. Lynn, I think we all will agree—and if you 
disagree you might so express yprannpnetstbas up until May 28 of 
1957, when barter was suspended, that very substantial progress had 
been made. Do you agree with that, or don’t you? 

Mr. Lynn. On page 7, Mr. Abernethy, we summarize the dollar 
amount under the barter program. 

Mr. Anernetuy. All right. But you say in your statement that 
when the order went into effect the Bureau felt that they should take 
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another good hard look at it. Now what did you mean by that? 
What caused you to have a sort of change of feeling about it’ 

Mr. Lynn. Upon investigation, Mr. Abernethy, we found a great 
deal of Commodity Credit Corporation capital was being obligated 
and impaired by the barter program. As we understand it, the 
General Services Administration was not taking over the miner- 
als as fast as they should, and the CCC found themselves with 
almost half a billion dollars tied up in these strategic and critical 
materials. That is what we had in mind when I made that state- 
ment. Since that time I think the situation has been alleviated, 
and that now we would not impair the Commodity Credit Cor- 
poration stock through this barter program. 

If you will allow me to continue, this should not be just a De- 
partment of Agriculture program, this should be a United States 
Government program, with all agencies of Government, Defense, 
GSA, and other departments all should cooperate. 

Mr. Anruso. Will the gentleman yield? 

Mr. Apernetuy. Just 1 second. 

I understand from Mr. Heimburger that that situation has been 
changed since then. Do you have that understanding? 

Mr. Lynn. You mean with regard to their being willing to take— 
which situation do you mean, sir ? 

Mr. AnFuso. Will the gentleman yield? 

Mr. ApsernetHuy. He had reference to the sale of commodities 
to GSA. He says they have authority to reimburse; they are re- 
quired to. 

All right. 

Mr. Anruso. Mr. Lynn, you made this statement on page 7: 

The USDA and the CCC should not bear the whole weight of the barter 
program. It should be a program of all the administrative agencies of Gov- 
ernment designed to strengthen the position of the United States. The vast 
expenditures being made, for example, by the Department of Defense and 
the International Cooperation Administration for materials produced in for- 
eign countries could be replaced in part by barter. 

I think that is a very fine statement. You expect, in other words, 
that the United States Department of Agriculture will cooperate 
with other agencies of Government in bringing about this program; is 
that right, sir? 

Mr. Lynn. And vice versa. 

Mr. Anruso. And vice versa. 

Mr. Lynn. Sure. 

Mr. Anruso. Now, do you think, in view of the experience which 
we have had since May of 1957, when Mr. Berger took it upon him- 
self to change the entire barter transaction principle, whereby he 
reduced bartering, which once went up to almost a billion dollars 
to a trickle of $11 million, do you think with that background, that 
unless we put in, as I think you agreed, language such as in section 
303 of Mr. Cooley’s bill on page 2, that they would follow any sug- 
gestion on the part of the Congress! 

Mr. Lynn. Well, I think they would, Mr. Anfuso. These are 
reasonable men. 

Mr. Anruso. Before you answer that in full, don’t you think it 
would be far better to have the language of section 303—<Jon’t you 
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think it is far better to have that language in there to recognize the 
principle in the law ¢ 

Mr. Lynn. Oh, yes; we are for section 303 of this law. 

Mr. Anruso. You are for 303? 

Mr. Lynn. Asin the law. 

Mr. Anruso. Asin the law. 

Thank you, Mr. Abernethy. 

Mr. Aserneruy. I think Mr. Anfuso anticipated me there. That 
is exactly what I was getting up to. 

Now, let’s start over. You were perfectly satisfied with the barter 
program, with the knowledge you had of it at that time, let me say, 
up until May 28, 1957 

Mr. Lynn. That is a quite right, Mr. Abernethy. Iam not trying 
to be evasive 

Mr. Asernetuy. Well, substantially so? 

Mr. Lynn. We were gratified that we were being able to exchange 
a lot of agricultural commodities for these strategic materials, but 
when we discovered, too, that we were impairing a great deal of the 
CCC capital 

Mr. Apprnetruy. But the fact remains you did not discover it until 
the lid went on on May 28? 

Mr. Lynn. Well, that is when we started to investigate. 

Mr. Asernetuy. That is when you started taking a hard look at it. 
All right. Now you do concede that very substantial progress was 
made in the movement of surpluses through the barter program? 

Mr. Lynn. That is evident by page 3. 

Mr. Apernetuy. And that it resulted to the credit and to the benefit 
of American agriculture? American agriculture benefited from it, 
the country benefited from it? 

Mr. Lynn. I think all America did. 

Mr. Asernetruy. All right. Now it is practically shut down—it is 
just for all intents and purposes, closed down now; isn’t it? 

Mr. Lynn. There is very little going on, for the first part of this 
fiscal year. 

Mr. Asernetiy. Yes, very little going on. Now do you sincerely 
entertain the opinion that with just a simple statement in a report 
they will continue to maintain the same attitude? They will say, 
“Well, we are not bound by the report, we are bound only by the law,” 
and they will continue as they are right now. 

Mr. Lynn. Well, I do not know, Mr. Aber nethy, but I believe that 
the Department of Agriculture, with all of our help, will give more 
emphasis to this program. That is what we would hope. 

Mr. Anernetuy. I will ask you just one final question. Have you 
discussed it with them ? 

Mr. Lynn. Yes, sir. 

Mr. Anernetiy. Have you made any progress? 

Mr. Lynn. Some progress. 

Mr. Asernetiy. What was it? We have discussed it with them 
and we have made no progress. Now you tell us what progress 
you made. I think we ought to get it in the record. 

Mr. Lynn. We are bartering more in the last 3 months than we 
did in the 3 months previously. That is a little progress. 

Mr. Anernetuy. We all have a record of argument; there is prob- 
ably an abundance of that. But just to sum it up, actually, we made 
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no progress, either the Bureau or the Congress. Do you know of 
anyone else who has made progress with them ? 

Mr. Lynn. I do not. 

Mr. Aspernetuy. I think Mr. Hoeven raised a good question a 
while ago—I think it was Mr. Hoeven—when he pointed out we have 
language in the bill that authorizes it. You suggest we put it in 
the report, and that there probably ought to be some halfway ground. 
I do not know what it would be, but maybe there is such. Do you 
know of any halfway ground we could take between a directive in’ the 
law and a directive in the report that might get something done? 

Mr. Lynn. I had hoped that you would do it bys way of the report, 
Mr. Abernethy, rather than amending the law. This 303 certainly 
is pr te clear here as it is now written. 

Mr. Aserneruy. I know it is clear, but it is the law now and it is 
not getting us anywhere. 

Mr. Lynn. I think it would be a terrible mistake to put in the 
law, as was in the Senate bill that came out of their committee, a 
mandatory $500 million barter program. 

Mr. Asernetuy. What language would you put in the report? 
In substance what would it be? 

Mr. Lynn. It would be along this line: We believe that it is in the 
best interest of the United States to exchange surplus agricultural 
commodities for materials needed or in short supply in the United 
States. We would recommend that this program be administered in 
such a way as to not bring in minerals and materials that were in 
excessive supply. But we “believe it is good business on behalf of 
the United States to make these exchanges. I would use words to 
that effect. 

Mr. Asernetruy. And you feel that would pay dividends? 

Mr. Lynn. I think it would pay dividends. We would continue to 
work to help 

Mr. Hoeven. Will the gentleman yield? 

Mr. ABERNETHY. Surely. 

Mr. Hoeven. What do you have to say about displacing dollar 
sales ? 

Mr. Lynn. Well, now, this is where you get in a tremendous argu- 
ment, as to whether or not barter programs actually replace dollar 
sales. Our dollar sales are going down and we have had very little 
barter in the last year. 

Now we certainly would not be for replacing dollar sales, but I 
say, it might be better in the long run for the United States and the 
CCC to exchange a $2 bushel of wheat for minerals rather than to 
sell that bushel of wheat for $1.20 or some such figure for dollars. 
We might get more value received in the long run through use of the 
minerals. Do you understand what I mean ? 

Mr. Apernetuy. I yielded the floor, Mr. Chairman. 

The Cuamman. Mr. Anfuso. 

Mr. Anruso. Mr. Lynn, have you gotten any answer from the 
Department of Agriculture on the two letters that you put in the 
record before ? 

Mr. Lynn. Yes, sir; we have discussed them on several occasions 
with the Department. 

Mr. Anruso. Did the answers satisfy you? 
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Mr. Lynn. No, sir; not to our complete satisfaction. 

Mr. Anruso. That is all I wanted to know. Now let me ask you 
this. Mr. Berger said yesterday that in spite of the fact that he was 
in disagreement with other experts in the field, he still felt that he 
was right. Do you think with such an attitude that we can get very 
far in carrying out this barter program which, you say, is essential not 
only to agriculture but to all America? Do you think we can get very 
far unless we put in some pretty strong language ? 

Mr. Lynn. Well, I think Mr. Berger is a reasonable man, and can 
be prevailed on 

Mr. Anrvuso. He did not appear to be very reasonable yesterday, 
because when I asked him, “You have hundreds of experts who dis- 
agree with you?” that did not seem to phase him one bit. 

Mr. Lynn. I know—well, I should not say I know. I am sure that 
Assistant Secretary of Agriculture Marvin McLain and the other top 
officials want to do everything they can to get rid of our surplus agri- 
cultural commodities. 

Mr. Anruso. I think Mr. McLain does. But after all, his boss is 
Mr. Berger. You know that, don’t you? 

Mr. Lynn. Oh, no, sir; it is the other way around. Mr. McLain 
is boss. 

Mr. Anrvso. Isit the other way around ? 

Mr. Lynn. Yes, sir. 

Mr. Anruso. But Mr. Berger seems to be the authority in the De- 
partment on the subject ; is that correct ? 

Mr. Lynn. He isthe technician, or administrator. 

Mr. Anruso. He is the technician. 

Now Mr. Hill raised a very good question, and none of us are trying 
to close any mines, and I think you agree with that statement. We 
are only dealing with materials that are listed, isn’t that right, and 
both the Department of Defense and Agriculture can change that 
listing at any time? 

Mr. Lynn. I think the ODM is also involved. 

Mr. Anrvso. And so far the Secretary of the Interior, who certainly 
knows a great deal about mines, has insisted upon bartering, has he 
not? He believes bartering is a good thing for national security and 
defense ; isn’t that correct? 

Mr. Lynn. I am not sure of what Mr. Seaton’s attitude is. I know 
we do not agree with him on the production payments program of 
minerals. 

Mr. Anrvuso. Well, we have a statement to that effect. 

Now I would like to get your opinion on this subject, Mr. Lynn, for 
the record. There has been a lot of talk here about displacing cash 
sales. When you come right down to it, isn’t a barter transaction 
a cash sale? Don’t we pay for those agricultural commodities in cash, 
and sometimes even higher than others do? 

Mr. Lynn. Well, this is a question you cannot answer “Yes” or 
“No.” I think it depends a lot, Mr. Anfuso, on the situation with 
regard to each particular transaction. It is my impression that on 
most of these barter deals you sell for cash and buy for cash. But 
I do not think you can just make a categorical statement that it is 
this way or that at all times. 

Mr. Anrvso. It is very difficult, isn’t it? 
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Mr. Lynn. Yes. 

Mr: Anruso. But we do know that the theory of barter, as we have 
known it and as we have experienced it, is a good one. We are getting 
valuable strategic material which, incidentally, is going higher in 
price, has become more valuable as we have stored it. So we have a 
valuable commodity which we are getting, not only in dollars and 
cents, but strategicwise ¢ 

Mr. Lynn. In most cases very badly needed materials. 

Mr. Anruso. Now that is going up. What would you say about the 
dollar? I would like to ask this question of you, the cash value of 
the dollar has somewhat gone down, hasn’t it, in recent years ¢ 

Mr. Lynn. Yes, we have had a lot of inflation, as you know. 

Mr. Anruso. So that we fare pretty well when we get strategic 
materials which go up in value ¢ 

Mr. Lynn. If we need these strategic materials and they are not 
interfering with Mr. Hill’s miners. 

Mr. Anruso. Exactly. And whenever they are in interference—— 

Mr. Hi. They are. 

Mr. Anrvuso. They can always be taken out, is that right, from the 
list? 

Mr. Lynn. Yes. 

Mr. Anruso. And so far, as I said before, even the Secretary of the 
Interior has not seen fit to suggest any such change. And all that we 
are dealing in, and all that these barter people have been dealing in, 
has been listed material, what the Department of Defense has seen as 
being strategic, isn’t that correct, sir ? 

Mr. Lynn. Well, the pressure from the mining interests is not un- 
related to the fact that we have less barter now. Let us not get con- 
fused with this point, because there has been tremendous pressure from 
the mining interests to cut down on the list of minerals that could be 
brought into the United States under the barter program, and that has 
had its effect, too, on our ability to barter. 

Mr. Anruso. One more question. Did we not say in our report to 
Public Law 480 and H. R. report 1716, “Establishes barter as a priority 
method of disposal”? Did we not say that in that report ? 

Mr. Lynn. I think that is right, but I do not know the law word for 
word. 

Mr. Anrvuso. That is all. 

The Cuamman. I have a press release from the Department dated 
May 2, 1958, and the first paragraph indicates : 

The USDA reported that barter contracts value at $12,700,000 were 
negotiated by the Commodity Credit Corporation under revised barter 

rogram in the January-March 1958 quarter. This compares with 
Seeker contracts of $104,722,000 for January-March 1957, and $272,- 
600,000 for the full fiscal year 1957. 

Mr. Lynn. Those are the same figures we have in our statement on 
page 7, Mr. Chairman. 

The Cuainman. They have referred to it in this release as the re- 
vised-barter program, so apparently they intend to start bartering 
again. I think that everyone would hope that they will do some 
mutually advantageous bartering. 

They mention in this release the materials they have received in 
exchange for commodities. 
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Mr. Lynn. Mr. Chairman, I do not see how any administrator can 
ignore what happened in the Senate as legislative history. It was a 
close vote to defeat the mandatory barter provisions of the Senate 
bill. And it seems the Secretary of Agriculture, and I know he will, 
will take account of this legislative history in carrying out this law. 

The CuarrmMan. I agree with you. I also agree with Mr. Hill that 
they should not ignore the plain language of the law which authorizes 
donations to hungry people. Of course no one, as Mr. Smith points 
out, would encourage a program of dumping which would interfere 
with the agricultural producers of other countries. I do not know of 
anything that we could put in the law that is not already there that 
would give them authority to give away these surpluses. He said 
that he made some inquiries recently and they are not giving them 
away. You know there must be some hungry people somewhere in 
the world who need and want all of the surpluses we have. 

You may proceed, Mr, Lynn. 

Mr. Lynn. To give away is not as easy, Mr. Chairman, as it sounds 
at first. 

Mr. Asernetuy. Mr. Lynn, I would like to return to the observa- 
tion you made a few moments ago about the concern which you and 
others shared, and I shared that concern, too, at the time, regarding 
the depletion of the capital assets of the Commodity C redit Corpora 
tion in this barter program. But was that not corrected in the act 
of 1956 in section 206, providing for the reimbursement of Commodity 
Credit by direct appropriation f 

Mr. Lynn. Well, at the time, as you remember, in May when this, 
or prior to that time, money was pretty hard to get. Now I believe 
with all candor that a lot of business people who were doing the 
barter transactions, and this is a criticism of the business people who 
were doing the barter transactions, were taking undue advantage of 
this provision in that they were getting extended delivery dates for 
the minerals and materials and were tying up the funds of the CCC 
unduly over too long a period. 

Mr. Asernetuy. Well, I do not want to debate that point with 
you now, I think that is beside the point that I have just endeavored 
to make. I want to read into the record here from page 45 of the 
President’s report on the operations of Public Law 480, what he has 
to say about this depletion of capital assets, and I quote from his 
report: 

CCC has received reimbursements for $216.5 million in strategic materials 
delivered to the strategic stockpile and $67.6 million in materials delivered to 
other Government agencies. A total of $264.3 million in strategic materials 
has been transferred to the supplemental stockpile, for which reimbursement 
to CCC will be in the form of an appropriation by Congress as provided in 
section 206, Public Law 540, 84th Congress. The balance of the materials in 
CCC’s inventories, as well as subsequent deliveries of such materials under 
existing coutracts, will be transferred to the stockpiles or to other Government 
agencies with reimbursement to CCC. 

Now we can eliminate that particular fear which you expressed a 
moment ago, can’t we ? 

Mr. Lynn. I think so. 

Mr. Asernetuy. Good. 
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Mr. Lynn. Let me just read one sentence from our resolutions on 
this subject of barter: 

Security stockpiles should be isolated from normal domestic requirements 
and used only in case of national emergency. 

That is as provided for in Public Law 480. 

Well if I might continue, I know that you are under pressure here 
and have other witnesses, but let me just summarize our recommen- 
dation by saying that we think that Congress should show the in- 
tent of gradually tapering off the Public Law 480 program. We rec- 
ognize that we still have a tremendous amount of surpluses, but we 
believe that we should show our good intention, that this is a tempo- 
rary program, and should stick to the letter and spirit of the report 
that this committee developed on May 9, 1957, when you called atten- 
tion to the fact that we should consider this as a temporary interim 
measure. 

The Cuatrman. Mr, Lynn, are you not a little inconsistent when in 
the first part of your statement you are complaining because we have 
not been disposing of the surpluses through barter tr ansactions, and 
Mr. Hill is complaining because we have not been donating, and now 
you say to taper off. I agree with you, I do not want to visualize 
this program as a long-term, permanent program, but this is no time 
to taper off. This is a time to step up the tempo and dispose of the 
surpluses, and we go out of business. 

Mr. Lynn. I do not think we are inconsistent. I know it is not 
the subject of this hearing, but we have to consider how we can cut the 
spout off. How can we stop piling up these surpluses ? 

The CuatrrmMan. We may cut it off all right if we dispose of the sur- 
pluses. We can go out of business if we dispose of the surpluses. 

Mr. Lynn. Your objective as stated, and ours, is no different in 
this regard. 

The Cuamman. I know it is not, but I am saying now is not the 
time to taper off. 

Mr. Lynn. The $2 billion Public Law 480 program for the next 2 
years we are recommending is not exactly a meager program. We 
recommend a $2 billion program for the next 2 years. But to show 
our original intent in helping write this law, we think we ought to 
indicate that we still believe it is a temporary interim measure. 

I guess there is no reason for me to elaborate any further with re- 
gard to barter. I think we have made our position clear. 

We do believe that under the barter provision of the current law we 
can barter more agricultural commodities for critically needed stra- 
tegic material that has been done during the past 6 months. 

We would also call the attention of this committee to a lot of move- 
ments that are on foot under the guise of a world food bank. The 
most recent one was SUNFED. That means Special United Nations 
Fund for Economic Development. And watch out for another one, 
Mr. Hill, that may be designed to help accomplish distribution of 
United States surpluses on a giveaway basis. It is called SPUR. 
This is a Special Program for Underdeveloped Regions. ‘This is a 
program designed to fight hunger to the last pound of United States 
food and to the last United States dollar through the United Nations. 
Let me say categorically that we are opposed to any program where 
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the United States puts its surplus agricultural commodities or dollars 
through the United Nations for some Russian or other enemy to sit 
on and distribute for the destruction of America and for what we 
stand. And I hope this committee will take note of this and be on 
the watch-out because it is closer than you think. You will be appro- 

riating, or be voting on an appropriation next week, in fact, which 
is the kick-off program for SPUR, and it is right in the appropria- 
tions authorization for the mutual security program. I am not sure 
of the amount but we are opposed to it, and we will 

Mr. Horven. Will the gentleman yield right there? 

Who are the sponsors of the SPUR program ? 

Mr. Lynn. Sir? 

Mr. Horven. Who are the sponsors, originators, or backers of the 
SPUR program? 

Mr. Lynn. I do not know for sure, but I think it is the Economic 
and Social Council of the United Nations. 

Mr. Anruso. Of the United Nations? 

Mr. Lynn. Of the United Nations, and the expanded Technical 
Assistance Board of the United Nations. 

Mr. Hinz. If the gentleman understood what I said, he knows I 
said we give the food directly to people. 

Mr. Lynn. I know. 

Mr. Huw. You and the wheat farmers would know where it was 
going, how it was distributed, and that it was not sold in the chan- 
nels of trade. That is what I am talking about. 

Mr. Lynn. Two other points and then I will be through. 

Mr. Anruso. I just want to make the comment that that is the way 
I understood Mr. Hill. 

Mr. Hitx. Yes. 

Mr. Lynn. I understood you like that, too. 

Mr. Hitz. It would be a straight gift from our people to their peo- 
ple. Now let’s not get it mixed up. 

Mr. Lynn. That is already provided for right here in Public Law 
480. 

Mr. Hix. Yes; all we need to do is to exercise it. 

Mr. Lynn. We are opposed to the so-called Johnston (South Caro- 
lina) amendment that was offered on the floor of the Senate and was 
passed by the Senate, which authorized the shipment of textile prod- 
ucts under Public Law 480. 

Mr. Hux. That would be a little different from what I have in 
mind, because there again, how can you do that without getting into 
the channel of trade? We must keep out of the channel of trade. 

The Cuarrman. Is that the Johnston amendment to which you 
refer, on page 9 of your statement ? 

Mr. Lynn. Yes, sir. 

The Cuarrman. Senator Johnston ? 

Mr. Lynn. Senator Johnston of South Carolina. 

The Cuamman. Where do you get the idea about the world bank? 
That has been explored heretofore. Did anything occur to cause 
you to consider the world food bank ? 

Mr. Lynn. The world food bank ? 

The Cuamman. This committee has talked about it for years. 

Mr. Lynn. I do not think anything is going to happen to that in 
the form of a world food bank. It is going to be under the guise of 
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this SPUR or SUNFED peg sen I do not think it will be under 
the world food bank ide: e helped to defeat that giveaway 
plan. 

The Cuarmman. Where is SPUR going to get their products from? 

Mr. Lynn. Well, they will get the money and products from the 
United States, as much as we are willing to give. Someone has pro- 
posed a hundred million dollars just to kind of kick the thing off. 

The Cuairman. Is that in the nature of a world food bank! 

Mr. Lynn. It is now taking shape in the United Nations—this is 
the beginning of the world food bank—or, SUNFED or SPUR. 

Mr. Anruso. I think they would first like to get the money from 
the United States, and then try to get the agricultural products from 
the United States. Is that right, “under the SPUR program, they 
will first try to get the money “from the United States and then try 
to get the agricultural products from the United States ? 

Mr. Lynn. I think that will be one purpose. 

Mr. Huw. If the chairman will yield, I think it is time that you 
take the suggestion I made ser iously, and you will offset: any such 
foolish organization as that. We give our surplus foods where we 
want to put them, and put the food where we know it will do the 
good, and not allow some international organization to handle our 
surpluses. 

Mr. Lynn. We agree with you we do not want Russia distributing 
our food or dollars. 

The Cuarrman. Before you get away from that, I know that some 
ears ago we discussed the idea of a world food bank with the admin- 
istrators of the food and agricultural organization. They had made 
a study of it, investigated it, and explored it fully, and they were not 
in favor of it. 

Mr. Lynn. Well I think you will find that some of the United 
States representatives from the United Nations last summer pretty 
well committed the United States to this idea of SPUR, and we think 
it is a very dangerous thing. We think the Russians pulled a very 
shrewd one in getting us maneuvered into that position; we are just 
flag ing it for you. Let us watch out for it as a trap. 

The ( CHAIRMAN. Have the farm organizations been given an op- 
portunity to appear before the body which made that decision and 
committed our country 

Mr. Lynn. No, sir. 

r 

The Cuairman. At least you may have a forum here, where you 
may express yourselves, and up there you do not have that privilege. 

Mr. Lynn. And thank goodness for that. We may not always 
agree, but still have the opportunity to appear before the committee. 

May I make just one other comment about this textile amendment? 
If we open up Public Law 480 to this kind of amendment, for exporting 
cloth and shirts and blouses, for example, there is no reason in the 
world why the leather people cannot come in and want to include shoes, 
and wood people, plywood, and on and on we would go, and the first 
thing we would change the Agricultural Trade Development Act into 
something else. We strongly recommend that you not approve this 
approach. 

Finally, Mr. Chairman, it disturbs us a great deal when we an: ilyze 
how we are financing the export of our agr icultural commodities. The 
$4.7 billion that we exported last year was very fine, very good. We 
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are for it. ‘The statement was made yesterday that 60 percent of our 
exports are for dollars, this means 40 percent was for something else. 
Actually when you analyze the facts almost 70 percent of our agri- 
cultural exports last year were under some form of Government pro- 
gram. Under the cotton program, as you know, we paid an export 
subsidy up to $56 a bale, Mr. Poage, and on the wheat program we 
subsidized up to 85 cents a bushel. We are not on a good solid founda- 
tion in agricultural when we are dependent, so overdependent, on 
those kinds of programs for our exports. 

We think the Reciprocal Trade Agreements Act is the mechanism 
that we must use if we are to build trade on a good, solid foundation 
with any permanency to it. We believe this is the way to build our 
dollar markets, and we think that a good strong Reciprocal Trade 
Agreement Act, and we are supporting a 5-year extension of this acty 
will do more to increase our agricultural exports than a continued 
over long periods temporary programs such as Public Law 480. 

We appreciate very much the opportunity to present our statement. 

The CuarrmMan. We thank you very much, Mr. Lynn, for your state- 
ment. Without objection the following statements are inserted in the 
record at this point. 

(The statements referred to above are as follows :) 


STATEMENT OF READ P. DuNN, JR., DIREC TOR OF FoREIGN TRADE, NATIONAL CorTon 
CoUNCIL OF AMERICA 


My name is Read P. Dunn, Jr., I am director of the foreign trade division of 
the National Cotton Council of America. As you know, the National Cotton 
Council represents the six primary cotton-interest groups—the producers, mer- 
chants, ginners, warehousemen, spinners, and cottonseed crushers. The Na- 
tional Cotton Council has supported the Agricultural Trade Development and 
Assistance Act, generally known as Public Law 480, since its inception. Ap- 
proximately 3 million bales of cotton have been authorized for export under the 
program from its inception to date. Additional quantities are expected to be 
authorized under current funds. The benefit to cotton is obvious. 

The National Cotton Council recommends that Public Law 480 be continued 
on a temporary basis as an assistance in disposing of agricultural surpluses and 
in aiding those foreign countries which have insufficient dollar exchange to 
finance their cotton requirements, 

The council vigorously opposes any discrimination against cotton and cotton- 
seed products in the use of Public Law 480 funds for financing exports and 
urges that American-grown extra long staple cotton be included for export 
financing under the Public Law 480 program. 

Now, Mr. Chairman, I would like to take this opportunity to tell the commit- 
tee about some of the market development operations under Public Law 480 
in which we have been engaged in an effort to expand the market outlet for 
American cotton. 

The National Cotton Council was organized for the purpose of expanding 
cotton consumption in the United States. The gains that have resulted from 
research and promotion in the face of an uncompetitive price have been large. 
The gains in the apparel and household field alone that have resulted from re- 
search, development, and promotion have totaled more than a million bales 
annually. 

Cotton Council International was formed last year as a brother organization 
to the National Cotton Council to promote increased consumption of cotton 
abroad. The National Cotton Council makes its staff of specialists available to 
Cotton Council International. 

The need for world promotion of cotton was realized by industry and Gov- 
ernment long before Cotton Council International was organized. Sporadic at- 
tempts at promotion overseas were made by individual groups in various 
countries. 

A few manufacturers advertised brand names, but in most cases the ads did 
not mention cotton. Retail advertising as we know it was practically non- 
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existent in the rest of the world, and retail promotion of cotton products un- 
heard of. 

The National Cotton Council, working on an informal basis, had been able 
to interest 1 or 2 industry groups in undertaking a few experimental promotion 
projects. 

Real impetus came to these cotton-promotion programs after the market de- 
velopment phase of Public Law 480 program was inaugurated. The offer of 
direct technical assistance by the council and cooperative funds by USDA under 
the Public Law 480 program provided the incentive for a concentrated program. 

The annual budget current for the various promotion programs abroad is 
about $3 million. Almost two-thirds of this amount is being raised privately 
through contributions of member industry groups. One-third is being con- 
tributed through the Foreign Agricultural Service from funds made available 
by Public Law 480. These programs involve about 117 distinct campaigns 
operated by about 100 promotion, public relations or market research special- 
ists—many of them trained by Cotton Council International. 

The nine countries with which we have cooperative agreements are: France, 
Belgium, Holland, Germany, Austria, Switzerland, Spain, Italy, and Japan. We 
have been working informally with the British where a sizable program is under- 
way and an agreement is expected to be signed with England within the next 
few weeks. 

Canada, Portugal, Finland, Sweden, and Australia have indicated strong in- 
terest in developing programs and discussions currently in progress. 

In addition, we are cooperating informally with several other exporting coun- 
tries. Mexico and Colombia already have domestic promotion programs and 
are interested in more technical assistance. Egypt and Sudan, two exporting 
countries with foreign promotion programs, are also interested in closer coop- 
eration, as are Greece, Syria, Pakistan, and India. We do not anticipate any 
financial contribution to other producing countries, only technical assistance and 
some market research. 

sasically, the program is designed to accomplish its objective through two 
methods. First, by stimulating a desire on the part of individual consumers 
to be better dressed and have more attractive homes. Second, to improve the 
fabrication and distribution of cotton clothing and household textiles to make 
better quality products available at more reasonable prices. Of course, the 
program seeks to convince consumers that these objectives can best be achieved 
with cotton products. 

Attached is an outline of programs for cotton market development in the 
various countries pursuant to the cooperative agreement between the United 
States Department of Agriculture and Cotton Council International under the 
market development section (104 (a)) of the Agricultural Trade Development 
and Assistance Act. 

Of course, these are long-range programs. They must be continued for sev- 
eral years before we can claim any lasting benefits. We may, however, be able 
to get a little indication of possibilities by looking at returns from the three 
countries where the programs have been in operation the longest: France, Ger- 
many, and Japan. 

In the 1956-57 season in Japan, domestic consumption of cotton products 
averaged 7.4 pounds per person, 20 percent more than the preceding year. The 
Japanese gave the cotton promotion program a big share of the credit for this 
outstanding gain in their home market. Cotton’s increase was, in fact, greater 
than the increase in national income, textile sales in general and overall con- 
sumption in Japan for the same period. 

Looking at it in terms of bales, the estimates for 1956-57 show an increase 
in consumption of 155,000 bales in France and 106,000 bales in Germany, the 
other 2 senior programs. Each of the newer cooperators reflects a gain over 
the previous year, but not of that size. There are many factors involved, but 
certainly promotion contributed to these increases. We have always regarded 
5 or 5% million bales as our “traditional” export market. If these programs 
live up to their early promise I will not be surprised if we soon come to consider 
7 or 8 million bales as our “traditional” level of exports. 

We think that such expansion may really be on the conservative side when 
measured in the light of mushrooming world populations and standards of 
living. 

You have heard us talk of increasing world per capita consumption of cotton 
by 2 pounds per person, little more than that required for 1 or 2 simple basic 
garments. Surely that can be done in Japan, where consumption has: gone up 
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over a pound in little more thana year. Surely it can be done in Western Europe, 
where recent years have added at least a pound. But in these teeming under- 
developed countries, where the average man now uses a trifling 2 to 4 pounds of 
cotton, at what is usually a subsistence economy, we may someday see rates of 
growth beyond our brightest imaginings. 

One of our staff members and a member of the USDA staff have just returned 
from a 3-month study in Asia and the Far Bast of some of the market develop- 
ment possibilities in those areas. We see what appear to be tremendous oppor- 
tunities and almost unbelievable obstacles and problems. We are going to con- 
centrate on research to develop some workable plan which will let us take all 
possible advantage of the potential of these sleeping markets. It is years away, 
but we believe that the future mass markets of the world most probably lie in 
lands we now call underdeveloped. 

Even with known conditions, however, we believe it is reasonable to expect 
the future to make possible new consumption outside this country of 10 million 
or more bales per year. Our simple 2-pound increase would give us that much. 

What we do know is that we are seeing a tremendous worldwide revival of 
interest, enthusiasm, and spirit among all concerned with the growing, processing, 
and distribution of cotton. This new spirit for cotton must not be allowed to 
fade. The economic interests of our own industry—and of every other producing 
or consuming nation—demand that the programs which we have developed con- 
tinue and enlarge. 

Our goal is effective, organized, international promotion for cotton. We do 
not, in my judgment, have any sensible choice but to proceed toward it at the 
best speed we can manage. 

In time we hope these foreign promotion programs can be financed entirely 
with private funds, and we are now making plans toward this end. However, 
it will take several years before private financing can be expected to take over 
this job entirely. During the interim funds from section 104 (a) of Public Law 
480 will be vital in continuing and enlarging these programs ‘to increase the 
consumption of cotton and cotton products around the world. 


CoTTon’s PATTERN OF PROMOTION 


The pattern of promotion Cotton Council International has developed in the 
cooperative programs is directly modeled after that of the National Cotton Coun- 
cil in the United States. 

The five major types of activity which the foreign industry groups are conduct- 
ing with our guidance and assistance are fashion, press and public relations, 
manufacturer-retailer, cooperative campaigns, and market research. 4 

We begin with fashion for a very simple reason. The volume markets follow 
the lead set by fashion. If cotton is strong in fashion, it stands a much better 
chance to dominate the big markets which copy fashion. We see this demon- 
strated every year. 

Some designer in France or Italy dreams up a new sack look, a handful of 
dresses using a few dozen yards of fabric. Within 90 days every store from St. 
Louis to Tokyo has got thousands of sacks and chemises on the racks. And mean- 
while our wives and daughters are reading about them in fashion magazines and 
rushing down to buy the darn things. Within a few more months Sears, Roebuck 
has them in the big catalog. 

That sort of reaction is why we work to get cotton in high fashion and keep it 
there. Fashion is the bell cow—or Judas goat, if you prefer—which leads the 
mass market herd. 

The first step in fashion is educational work with top designers to get them to 
accept cotton as a fashion fabric and use it in attention-getting creations. 

Next comes publicity to let the rest of the fashion world, and consumers in gen- 
eral, know of the designers’ acceptance of cotton. Several hundred style-conscious 
women can actually see a cotton fashion show. The audience expands to scores 
of thousands when a publicity service sees to it that editors and journalists get 
usable photos and information about cotton fashions. 

Many times you can go a step further and skip the shows. Fashion bulletins 
which offer news and photos about cotton styles to all leading fashion editors and 
journalists have been very well accepted. 

Publicity response has been tremendous in every country. The cost is very 
modest—a few hundred dollars for paper and photos, plus a lot of skill and 
imagination. 
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A complete fashion program, however, does require some paid advertising. 
This is the only way you can absolutely control the contents and timing of your 
sales message. The institutes usually supplement their fashion publicity pro- 
gram with ads in key fashion magazines. Their circulations are small, but they 
reach the thousands who influence what the millions ultimately buy and wear. 

It is worth while to notice a special extension of the fashion program. In 
France, and many other countries, women have traditionally had their clothing 
custom made or sewn at home to get the quality they wanted. France is now 
running ads to build prestige and acceptance for cotton ready-to-wear. This 
activity is being carefully watched all over Europe. It may well revolutionize 
the women’s apparel markets by giving women more and better clothing at lower 
cost. Such an American-type apparel market would open big new opportunities 
for greater cotton consumption. 

The second part of our promotional pattern is press and public relations. 

Press conferences, for example, are old stuff to Americans, but not so over- 
seas. One single conference in Austria drew 145 of the country's top journalists 
and resulted in publication of 169 photos and stories about cotton. 

Press sheets are another means of getting worthwhile news and photos about 
eotton, the cotton industry and its products to editors and journalists who can 
pass them along to millions of readers. Our Belgian friends recently calculated 
that last year’s total of cotton stories and photos would more than fill 28 solid 
miles of full-size billboards. 

Industry bulletins are used by the cotton organizations to keep their own 
members informed about the cotton promotion programs. 

There are, of course, other aspects of public relations activities. Journalists 
are invited to tour cotton mills so they can write more factual stories about the 
industry. 

Cotton posters are distributed to schools as part of overall educational projects 
and so on. 

The third phase of our pattern of promotion includes projects designed to tell 
cotton’s story to manufacturers and retailers. These are key groups who decide 
which fabrics are going to be made up into finished articles and which are going 
to be stocked in stores even before the consumer gets a chance to voice an opinion. 

One way to reach these key groups is through magazines published especially 
for them with ads stressing cotton’s qualities in relation to the product being 
featured. 

Special promotional events, such as Cotton Week, are an excellent way of en- 
listing the aid of the retailer in stocking and moving cotton goods. 

Even more significant, many of our cooperators are following the council’s lead 
and undertaking sales training classes for retail clerks. 

Most of the sales training classes use translations or adaptations of the coun- 
cil’s Why Cotton as their textbook. Why Cotton has turned into an international 
best seller—in more ways than one. 

Cooperative campaigns, in which the general cotton industry organization joins 
forces with the makers of a special cotton product to multiply their promotional 
efforts, are the fourth part of our promotional pattern. 

A typical co-op campaign is the corduroy program in France which converted 
all “corduroy” ads into “cotton corduroy’ ads—and boosted sales of this cotton 
fabric by close to 25 percent. 

Market research is the fifth and final segment of our promotional pattern. In 
market research, trained statisticians collect the facts and figures which tell us 
who buys what cotton products—and why—or why not. 

Published in studies, the results help pinpoint promotion in markets which 
need it most and with the themes which really reflect the buying habits of 
consumers. 

The pattern of promotion which Cotton Council International has developed 
<ombines fashion, press, and public relations, manufacturer-retailer, coopera- 
tive campaigns and market research into a hard-hitting, year-around promo- 
tional drive for all cotton products. 

Altogether, our 9 cooperators are conducting 102 distinct market research and 
promotion campaigns. The 6 informal cooperators have at least 15 more cam- 
paigns underway. More than 100 skilled staff people, many of them trained by 
Cotton Council International and the National Cotton Council, operate these 
campaigns. 

Last year, more than $3 million was budgeted for activities like those you have 
seen. Of this sum, about two-thirds was provided by the foreign cotton in- 








80 EXTEND PUBLIC LAW 480 


dustry organizations themselves. About one-third came from the United States 
Department of Agriculture under the provisions of Public Law 480—through 
which Congress authorized the use of part of the proceeds from sales of surplus 
farm products to build bigger future markets for United States crops. 

No more than 5 years ago, the United States, through the National Cotton 
Council, was the only country in the world where anything of consequence was 
being done to keep and expand cotton’s markets. 

Today, cotton has the first true worldwide sales program any basic United 
States farm commodity ever had. 

We had to start behind silk, wool, linen, the synthetics, and even jute, all of 
which had international sales promotion organizations before Cotton Council 
International was developed. These are long-range programs. It will take time 
to reap maximum gains. But we are in the race for these tremendous foreign 
markets, where more than 30 million bales of cotton are consumed each year, 
where we hope to see another 10 million bales within the reasonable future. 

The purpose of Cotton Council International’s program is to build cotton’s 


future in these overseas markets. It is a future which can be as big as the world 
itself. 


1958 ProgRaAM OUTLINE FOR CortoN CouNCIL INTERNATIONAL COOPERATORS 


OSTERREICHISCHES BAUMWOLLINSTITUT RUDOLFSPLATZ 12, VIENNA, AUSTRIA 


nea Designer liaison, photo service for fashion journals, 
ads in fashion magazines. 

Ready-to-wear____...-__- Designer liaison, publicity in regular press services, 
ads in trade publications for makers and retailers. 

Children’s wear_____-_-_-- Back-to-school retailer promotion, publicity, trade ads. 

EN i ce Publicity, trade ads. 

Manufacturers______--~~-. Monthly ads in three textile publications. 

oe Sales training booklet for retail clerks; Cotton Week 


in spring, household products promotion in fall, gifts 
promotion at Christmas; standard all-year counter 
cards, window posters and other dealer aids. 
Nore.—Promotions such as Cotton Week, back-to-school, etc., involve detailed 
sales planners, special posters and streamers, trade and consumer publicity and 
advertising, show-window contests and many other activities in Austria and all 
other countries where they are held. 

RP chided chnceaheel iain ction Monthly press sheet and photo service for all papers, 
special features for leading publications and spot 
news releases. 

Public relations______~-_-~- Informational bulletin for industry members. 

Market research______--__ Annual surveys of manufacturers and retailers on 
cotton’s competitive position and of consumers on 
purchasing trends and fiber preferences in apparel 
and household products. 


NATIONAAL KATOENINSTITUUT KALANDENBERG 1, GHENT, BELGIUM 


Pema le eens ei Photo service for fashion journals, publicity in press 
services. 

Ready-to-wear___------~-- Designer liaison, traveling fashion shows (2), pub- 
licity. 

OGooperativew2. 222-2 Upholstery: sales plan book for retailers, trade ads 


for architects and fabric makers. Corduroy; re- 
tailer promotion in early fall. Work clothes: re- 
tailer promotion in late fall. Laundry: booklet on 
cotton washability, posters for laundries and clean- 


ers. 

Metatleren 2. a le Cotton Week; spring white sales; cooperative promo- 
tions ; trade ads. 

Preeeiius suis. Monthly press and photo service. 

Public Relations__.___-—~- City of Ghent’s “May Queen” acts as “Cotton Queen” ; 


industry bulletin; educational booklets and sample 
boxes for schools; illustrated lectures for sewing 
schools. 

Market Research____.-_. Retailer survey. 
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NATIONAAL KATOENINSTITUUT KALANDENBERG 1, GHENT, BELGIUM—continued 


Special_._....---------.. Visit of United States Maid of Cotton serves as theme 
for fashion, public relations, retailer promotions, 
general publicity, and other activities. 


SYNDICAT GENERAL DE L'INDUSTRIE COTONNIERE FRANCAISE 8, AVENUE RUYSDAEL, 
PARIS, FRANCE 


Notre.—The French program is the oldest in Europe and serves as a pattern for 
all other European programs. 


Fashion__.....__._-_.___-_. Full-time designer liaison; fashion news and photo 
service; 21 pages of ads in three top fashion maga- 
zines. 

Ready-to-wear_____-____- Designer and manufacturer liaison; 35 pages of ads 
in 1 consumer and 2 trade magazines; publicity. 

Manufacturer-retailer____ 51 pages of ads in 11 publications for makers and 


sellers of dresses, piece goods, lingerie, smocks, 
blouses, raincoats, men’s shirts, children’s wear, 
home furnishings. 

Manufacturer____._______. Display at national textile fair. 

Beemer 2 See es Sales training booklets, lectures, and movies; Cotton 
Week: special leaflets for retailers of men’s shirts, 
lingerie, home furnishings, and raincoats. 

TTI cine coc nsnrienenn Corduroy: 16 pages of ads in 8 general and special 
consumer publications, 14 pages of ads in 5 trade 
publications; men’s shirts: retailer booklet re- 
printing ads described above; work clothes: book- 
lets, ad mats, and posters for retailers, plus trade 
ads for makers and retailers. 


Nore.—Constant publicity support is given to all manufacturer, retailer, and 
cooperative campaigns. 


ee ee ee Monthly press and photo service for all papers; quar- 
terly press sheet for regional press association; 
special features for leading magazines. 

Public relations__.._.____- Industry bulletin; statistical service for industry; 
educational booklets, sample boxes, and movies (2) 
for schools. 

Market research______--- Annual survey on quantity of cotton and competing 
materials consumed in major end uses; annual sur- 
vey of retailers and manufacturers on competitive 
position of cotton in apparel and household prod- 
ucts ; consumer survey on men’s furnishings ; survey 
of structure of French textile distribution system ; 
publication of 1957 studies. 

pe etree Maid of Cotton (see Belgium). 


INSTITUT DER DEUTSCHEN BAUMWOLLINDUSTRIE SCHAUMAINKATI 91 
AM MAIN, GERMANY 


» FRANKFURT 


ei ee Designer liaison; touring fashion show (35 cities) ; 
fashion photo service; ads in fashion magazines. 

Manufacturer-retailer___. Ads in trade publications. 

Ns pct gee eee. Sales training booklets, lectures and slides. 

Cooperative_____ Pe cee Corduroy : trade and consumer ads. 

Tree eS BS Monthly press and photo service; special feature serv- 
ice for radio and television. 

Public relations_________- Speakers’ bureau; educational booklets, sample boxes 


and movies for schools; loan displays for fairs, 
schools, and stores. 

Market research_____--_- Survey of quantity of cotton and competing fibers con- 
sumed in major end uses ; consumer trends and pref- 
ence study ; numerous spot studies and surveys. 

I sais canna eee Participation in series of home sewing courses. 
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ISTITUTO COTONIERO ITALIANO VIA BORGONUOVO 11, MILAN, ITALY 


POR ait tlienes Designer liaison; fashion news and photo service; 
touring fashion shows (12 cities) ; 33 pages of ads 
in 7 fashion magazines; contest to choose 5 best- 
dressed (in cotton) women in Italy. 

Ready-to-wear____.____-. Thirteen ads in four consumer publications on dresses, 
men’s wear and children’s wear ; RTW also included 
in touring fashion shows. 

EE eT Cotton Week; sales training booklets: 14 pages of ads 
in 2 trade publications; national shop window dis- 
play contest. 


UE nihsitetindicnintatitiindts Monthly press and photo service; special service for 
radio and television. 

Public relations__...___-. Industry bulletin; booklets, sample boxes and movies 
for schools. 

Market research______-_-~ Survey of cotton’s competitive position in end uses; 


survey of consumer trends and preferences; survey 
of textile processing system in Italy. 
NN sia ein iiaak iniitsicmstiniactiidital Displays at fairs (2). 


JAPAN COTTON PROMOTION INSTITUTE 8, 3-CHOME, BINGO MACHI, HIGASHI-KU, 
OSAKA, JAPAN 


a ee Miss Cotton (modeled after NCC’s Maid of Cotton) ; 
fashion photoservice; pattern and educational 
booklets for design schools; fashion shows at spe- 
cial events. 

Manufacturer-retailer__._. Spring and fall central displays to introduce new 
cotton fabrics and styles to wholesalers and re- 
tailers; contests for best designs; trade ads and 


publicity. 

i Cotton week; sales training booklets, promotion 
bulletin. 

I na on cn ccneetsonnes Raincoats: retail and wholesale posters, national car 


cards, 70 radio spots on 10 local stations, 4 network 
television programs; Eyelet and Embroidery Fab- 
ric: parades and fashion shows in 12 cities, 4 net- 
work television programs, 18 network radio spots, 
ear cards in 5 cities, movie slides for all theaters; 
Kasuri: touring fashion shows, weaving exhibi- 
tion and fabric display with newspaper, radio, and 
poster ads in 4 cities; Corduroy and velveteen: 3 
pages ads in 3 women’s magazines, educational and 
pattern booklet for home sewing classes, 4 network 
television programs. 

ceca ccm ccnsieaieiec mat Daily liaison with correspondents of all leading gen- 
eral and trade papers and news services; special 
features for leading publications; periodic panel 
discussions for press. 

Public relations______-~- Industry bulletin; speakers bureau; educational 
booklets, posters, slides and movies (2) for schools, 
industry, and consumers. 


Market research____-_--. Annual consumer survey, annual retailer survey, an- 
nual end use survey, special studies. 

iia tisinninnam tannins Aid USDA at international trade fair cotton exhibit; 
displays at municipal and prefectural fairs of 
Japan. 


NEDERLANDS KATIEN INSTITUUT, ZYPENDAAILSEWEG 12, ARNHEM, THE NETHERLANDS 


i a Touring fashion show (30 showings); fashion photo 
service; 6 pages ads in 1 trade magazine; 8 pages 
ads in 2 women’s magazines. 

Manufacturer-retailer___. 24 pages ads in 1 trade publication. 

IN a ot. ceca cee Cotton week; sales training booklet; fall and winter 
fabric promotion; Christmas gift promotion. 
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NEDERLANDS KATIEN INSTITUUT, ZYPENDAALSEWEG 12, ARNHEM, THE 
NETHERLA NDS—continued 


TE FONT ect ectecn nore Touring fashion show. 


NE Ei cbiniicoses cimenchdtiorim: Regular press and photo service (3 times a year). 

Publie relations.__._.--~ Traveling exhibit.and movie for schools and women’s 
clubs. 

Market research__.----~-.- End use survey; retailer survey ; consumer survey. 

I ci ac nil Maid of Cotton. 


SERVICIO COMMERCIAL DE LA INDUSTRIA TEXTIL ALGODONERA, PASEO DE GRACIA 19, 
BARCELONA, SPAIN 


ee aa Designer liaison ; fashion news and photo service; 105 
pages ads in 4 fashion magazines; shows for spe- 
cial events. 

Ready-to-wear__.--_-_--- Designer liaison, publicity for blouses and skirts. 

Manufacturers____.___-_- Educational booklets (reprints of articles, speeches, 

and broadcasts) and statistical surveys on cotton. 

Cotton week; white sales; back-to-school promotion ; 

sales training and informational booklets. 

eels canna Monthly news and photo service; special radio and 
television service; feature service for major pub- 
lications ; semiannual press conferences. 

Public relations______-__ Industry bulletin ; mill and farm tours. 

Market research__-_--_--- End use survey; retailer survey ; trade and consumer 
preference survey ; corduroy and other spot surveys. 


PUBLIZITATSSTELLE DER SCHWEIZERISCHEN, BAUMWOLL UND STICKEREI INDUSTBIE, 
ST. LEONARD-STRASSE 22, ST. GALL, SWITZERLAND 


I ct a ania deka Designer liaison; series of shows (at least 3) ; photo 
and publicity service. 

Manufacturer-retailer._.__. Two pages ads in 2 trade papers; exhibits at textile 
fairs (2). 

DE he lk ee. Cotton week ; sales training booklets. 


Regular news and photo service (6 times a year) ; 


Peal hd Sekt oe 
press kits of background information; special fea- 
tures for leading publications. 

Public relations__..._--- Mill tours; educational booklets, movie, and samples 
for schools. 

OMB, i ceed Maid of Cotton. 


STATEMENT BY E. M. Norron, SECRETARY, NATIONAL MILK PRODUCERS FEDERATION 


Mr. Chairman, members of the committee, my name is E. M. Norton. IT am 
secretary of the National Milk Producers Federation with offices at 1731 I Street 
NW., Washington, D. C. 

We thank you for this opportunity to present the policies of the National Milk 
Producers Federation before this committee on the continuation of the Agricul- 
tural Trade Development and Assistance Act, Public Law 480. 

Our membership is made up of some 800 dairy farmer owned and controlled 
dairy cooperatives with a producer membership in excess of 500,000 dairy farm 
families, 

The policies of the federation are developed, reviewed, and approved by the 
producer membership. This means that the policy position of the federation on 
national legislative and administrative issues represents the views of the people 
most knowledgeable about the production and marketing of milk; the dairy 


farmers. 
As they relate to the subject before this committee, the policies of the Federa- 


tion provide that— 

“Public Law 480—the Agricultural Trade Development and Assistance Act— 
has enabled the dairy industry of the United States to gain a foothold in market- 
ing in some foreign markets. We commend the Congress in extending and 
expanding the programs under this law and urge its continuation and further 
development of foretgn.:markets.. We ask-our Government to plan with our indus- 
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try to carry on its activity in such a manner that markets once obtained through 
the present efforts be retained for United States dairy products.” 

We have supported the objectives of Public Law 480 before and since its enact- 
ment on July 10, 1954. The effectiveness of this legislation in providing outlets 
for the beneficial utilization of our dairy production has been and continues to 
be dramatically demonstrated through program operations under titles I, II, and 
III of the act. 

We are summarzing below several observations regarding Public Law 480 that 
we respectfully direct to the committee’s attention: 

1. Efforts on the part of United States Department of Agriculture to include 
dairy products in larger volume in the commodity makeup of agreements under 
title I should continue. If advice and counsel of the dairy industry would be 
helpful when these agreements are being negotiated, we would be pleased to make 
such advice or counsel available to the Department. The attached chart No. 1 
sets forth the commodity composition and value of commodities exported under 
title I from the beginning of the program through November 30, 1957, together 
with the percentage each commodity bears to the total export under title I. 

2. The reports on distribution programs carried on in foreign countries by 
the voluntary relief agencies, under title III, are forceful evidence of the contri- 
bution these programs are making toward improving the nutritional level of 
undernourished peoples in friendly foreign countries. Information set forth in 
chart III supports the statement that operations under this title have been 
particularly helpful not only in the management of the relatively small surplus 
production of milk but have made nutritious dairy products available to thousands 
ef children and adults in friendly foreign nations. We suggest that these pro- 
grams have significant foreign-aid implications, and, therefore, consideration 
should be given to transferring an appropriate part of these costs to the foreign- 
aid program. 

3. While the Commodity Credit Corporation is reimbursed under title I and 
title II, we suggest that, as we do in the case of title III, these costs should be 
more properly charged to foreign aid. 

4. We support the use of foreign currencies accumulated under title I for 
research projects to develop additional uses for United States agricultural com- 
modities in the various countries. 

5. As a tool toward the effective management of excess agricultural produc- 
tion, we believe that annual programing for the various distribution activities 
such as foreign relief would minimize and could remove the depressing effect 
which Government stocks of dairy products have on producer prices. Such pro- 
graming could conceivably, in the case of dairy products, make it possible for 
CCC to commit both actual and anticipated acquisitions. 

6. The amendment to title I enacted last year which provided that up to 25 
percent of the foreign currencies generated under each title I agreement would 
be available for loans is further evidence of the farsightedness of the Congress. 
We suggest that the effectiveness of this provision might be increased if the pro- 
vision is made applicable to the foreign currencies heretofore accrued rather 
than to the foreign currencies to be accrued under agreements negotiated since 
last August. 

7. The proposals to extend Public Law 480 for 2 years and increase the funds 
available for the remainder of this fiscal year are supported by our organization. 
The enactment of these proposals would bring stability to program planning and 
give assurance that adequate funds are available to continue the program on an 
accelerated basis. 

We thank the committee for the attention given our observations and recom- 
mendations on Public Law 480. 
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Cuart I 
Commodity composition, export, market value, and OCC cost under title I agree- 
ments of Public Law 480 from beginning of program through Nov. 30, 1957 
eerie telecine ELL ETL AD 
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Export market value CCC cost 
Commodity 
Amount Percentage Amount Percentage 
(millions) of total | (millions) of total 
ws | | 
Wheat and; wheat flour........--........--«..-- | $833. 8 | 41,2 $1, 435.0 | 46.9 
Feed grains. --- —_ | 130.8 6.5 | 236. 5 | 7.7 
OE FO OR “iy 164. 8 | 8.1 | 290. 4 9.5 
Opes 23) ccdas -. 2 spsenpert 2- ests d ee “ 424.2 20.9 593. 1 19.4 
BR i Sect incubate pot 3 01 | a 01 
Ng eel chen te tenner cen} 40. 4 2.0 | 40. 4 1.3 
Tobacco. - -- PGSTEUD. Sua Lik Saved 110.8 | 5.5 | 110.8 3.6 
Dairy products. - bb addi ee Esp ~ sh gd gese~ tei 35.1 | 1.7 | 58.3 1.9 
I alle iil 277.5 | 13.7 284. 9 9.3 
ng ak i lin RE tl bg tienes 1.2 | 1 1.2 | . 04 
Dry edible beans. 6... Sel 4] . 02 4] Ol 
Fruits and vegetables- - a = } 5.9 3 | 5.9 | -2 
Reh a tehserdnn see shenenn nape tage ice -4 - 02 | 41 . Ol 
wets. 232) eS . do | 2, 025.6 |. wa Hoppa 3, 057.6 - —— 
| | 
Cuarrt II 


Commodity composition and cost to Federal Government of foreign distribution 
under title III of Public Law 480 (fiscal year 1957) 




















Commodity | Cost Percentage of 

| (millions) Total cost 
———— —— — | —_—- — 
ee Gir fit sk. 0. i ss a i eee aa ee | $6.8 2.7 
ROMO Gd bid ls a Fulda cad de cntibbthese gem <pnnndandae i ialacoldih incall Kaguytiihhdd 57.3 22.5 
Corn... iad cists ticligs dak dale de-thnietanne conetdite >ottnteenAndeumeeal 1.8 7 
ede ieee + adtcon hcanenvatnpess<aas cage ak eeee el 20.5 8.0 
Whee wietioei.: end fia csaliakivoeiL-al seal dene ‘eae Sz sca 44.1 | 17.3 
Milk, nonfat ae ‘40D. ca c6h i lees it Siaikin tintin gl 94.9 | 37.3 
ee ee * ee eee 25.9 10.2 
El a icn 2 Sale retake lone ene : 3.3 13 
ovp-ntleetahanmniaaaatt 
Total. atiniiti a nl ae ait sailed Dine eee , 254, 6 100.0 
IOI nn cer sears -ancevicaneeeneane ermaetar sean <anceel 152. 2 59. 8 


STATEMENT OF FLOYD Root, PRESIDENT, NATIONAL ASSOCIATION OF WHEAT GROWERS 


The National Association of Wheat Growers was organized on May 2, 1950, 
as a nonprofit corporation. The national is a voluntary association of State 
wheatgrower organizations. Our membership includes the wheat-producer 
organizations for the States of Kansas, Nebraska, Colorado, Texas, Washington, 
Idaho, Oregon, and Wyoming. Representatives from Montana and North Dakota, 
who are now working to form independent wheat-producer organizations, serve 
in an advisory capacity. 

The national association held its eighth annual convention at Spokane, Wash., 
February 4-7, 1958. During this convention, a recommendation was unanimously 
approved in support of the continuation and expansion of the Public Law 480 
program. The resolution reads as follows: 

“The disposal of surplus agricultural commodities and the market develop- 
ment opportunities under this law, are a necessary part of any agricultural 
program during the period when agricultural production is above normal. , The 
Department of Agriculture and its cooperators are commended for the accom- 
plishments they have made in moving surplus commodities into foreign markets. 

“(a) We recommend that Public Law 480 be continued, and urge that it be 
adopted as a permanent part of the agricultural program. 

“(b) We favor expanding the market development activities for United States 
surplus commodities under the provisions of this law.” 
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May I emphasize that as long as there are burdensome agricultural surpluses 
in the United States we feel that Public Law 480, or a similar program, should 
be considered as a necessary long-range part of the overall agricultural program 
for maintaining stability of farm prices. 

We strongly support the intent of Congress as expressed in the language 


of Public Law 480, that sales of United States surplus agricultural commodities — 


for foreign currency or for barter should be in excess of the usual marketings 
of such commodities for dollars. It is often difficult to determine usual mar- 
ketings for dollars, but after 3 years of operation of Public Law 480, during 
the fiscal year 1957, more United States agricultural exports moved as com- 
mercial sales than in any of the preceding 4 years. Commercial sales of agri- 
cultural commodities increased about $700 million over fiscal year 1956. For- 
eign currency sales accounted for 27 percent of agricultural exports; barter 
sales, 7 percent ; emergency relief and welfare donations, 5 percent ; credit sales, 
made primarily through the Export-Import Bank, 1% percent; the balance or 
59% percent of our agricultural exports were commercial or dollar sales. 

The national association recommends that in an extension of Public Law 
480, that an administratively satisfactory barter provision be included. It 
is our desire that the barter of agricultural commodities be in addition to our 
dollar sales and not as a replacement for dollars. 

To encourage foreign trade, we recommend that Congress give consideration 
to allowing the Commodity Credit Corporation to accept goods or products 
from foreign countries, as well as local currency under title I, if these products 
can be moved into the United States market. This procedure would encourage 
reciprocal trade with the United States. Otherwise, nondollar countries must 
sell their goods on the foreign market and in turn buy their foodstuffs from 
other exporting nations. 

We also support section 104 (a), which provides local curency for use of 
United States associations to expand the sales of their commodities within 
foreign countries which have signed Public Law 480 agreements. Four States 
which are members of the national association are now carrying on active market 
development projects under Public Law 480, in cooperation with the Foreign 
Agricultural Service of the United States Department of Agriculture, to expand 
the markets for United States wheat and wheat products in foreign countries. 

The most extensive program is in operation now in Japan, where the Oregon 
Wheat Growers League and the Washington Association of Wheat Growers bave 
had projects under way since February 1956. These projects are changing 
significantly the dietary habits of the Japanese people to accept wheat foods as 
a supplement to rice. The Japanse Government has adopted an official policy 
encouraging increased consumption of wheat foods for economy reasons and 
because the addition of wheat to the diet improves the level of nutrition. Since 
the end of World War II, the consumption of wheat foods in Japan has increased 
300 percent in Tokyo and the other population centers. Before the war, the aver- 
age per capita consumption of rice was 330 pounds, while today it has declined 
to 264 pounds. In contrast, consumption of wheat before the war was only 
30 pounds, while at present, in urban areas, it has increased to over 90 pounds. 

The Kansas and Nebraska Wheat Grower Associations have projects under 
way now with the Foreign Agricultural Service, in South America, Europe, and 
the Caribbean. The wheat growers associations are working closely with the 
United States flour millers through their Millers’ National Federation, to expand 
the sales of flour, wherever possible, as well as United States wheat. 

In concluding this report, I want to emphasize the importance of the 480 pro- 
gram to our Nation’s wheat growers. There are unlimited opportunities for 
market development projects with local currency in foreign countries. These 
funds make possible a unique cooperative effort between agriculture, industry, 
and government. The tremendous export movement during this past year has 
been no freak of the market. In countries of undereconsumption, millions of 
people for the first time have had the money to buy wheat and other foods which 
they need. 

Public Law 480 has been referred to as a temporary program, but why should 
this be the case when it is a program that works? May I suggest to this com- 
mittee that serious consideration be given to the development of a permanent 
program incorporating the features of Public Law 480, which are now making 
= possible to sell United States agricultural commodities to people who need 
them. 

We feel that it makes sense to use our surplus agricultural commodities to 
feed hungry people, instead of letting them pile up in warehouses and paying 
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expensive storage costs. Such food is a powerful weapon in the cold war and 
is more effective in most cases than guns and ammunition. We, in the United 
States, should be smart enough to learn how to use our surplus food as an asset 
in seeking economic stability nationally and peace in the world, instead of treat- 
ing it as a liability and a price depressing burden. 

May I express appreciation to the members of this committee from the National 
Association of Wheat Growers, for the opportunity of allowing us to present testi- 
mony to you on the continuation of the Public Law 480 program. 


Worwtp BARTER TRADE PLAN 


By George H. Salmon, New York, N. Y. 


Anyone who has had occasion to make a real study of world conditions realizes 
that the entire world’s economy is sick. United States Government free gifts 
or any further reduction in tariffs will not cure the ills, but only prolong the 
misery. 

The population of the world is continually increasing, and every country, 
in order to exist, must find an outlet for its increased productive energy. Pro- 
longed dole and free gifts not only serve to demoralize and degenerate the minds 
of the people, but serve to create a psychological opposite outlook on life, dis- 
regarding society, conventions, law, and order; ready to absorb and follow 
any method, system, or plan which might offer the slightest possibility of bet- 
tering conditions, thus offering a fertile field for communistic propaganda which 
promises “free space in heaven” and leads to integration into the Soviet bloc. 

Our industrial production is at its highest peak. Any further increase (as 
recently demonstrated by our automobile industry), without increasing the ex- 
port trade, will end up having to warehouse industrial surplus along with 
agricultural surpluses. 

We have so much to offer that the rest of the world wants and needs. Billions 
of dollars worth of agricultural products and foodstuffs are rotting away in 
the so-called Government farm surplus warehouses while nearly half of the 
world is undernourished and undergoing slow starvation. 

Nearly every part of the world that needs our products has something to 
offer in exchange. I agree that many such products are not needed by us or 
are not suitable for this country, but we certainly can find markets for such 
products in other parts of the world in exchange for such products as can be 
used by us. What the world needs is trade, not aid. 


SUGGESTED REMEDY 


(a) Create ocean-traveling barter trade caravans sailing the 7 seas to the 4 
corners of the earth, bringing to the shores of almost every land a comprehensive 
exhibit of American-made goods, agricultural products, modern utilities, raw 
materials, etc., offering to exchange for “what have you.” Such a project, 
if properly and wholeheartedly put into operation, would promote barter trade 
and good will among all nations and prevent trade wars which eventually lead 
to bloody wars. It would provide wider markets for products of all nations, 
more employment, and a higher standard of living. 

(b) Abolish completely free gifts. Instead, offer to make long-term loans at 
fractional rates of interest. 

(c) Offer free technical, cultural, and educational advice. 

In my 40 years of experience in international banking and export, and in my 
many travels around the world, I have had an opportunity of studying economic 
conditions in many countries. I earnestly believe that if a program of this 
type were to be inaugurated by private enterprise with the full sponsorship 
of the United States Government, and if only 10 percent of the money expended 
in free gifts were to be used in carrying out a program of this type, not only 
would the people of the United States be relieved from the heavy burden of 
taxation, but it would help build good will, ease off the present tension, and 
gradually prevent trade wars which, I repeat, inevitably lead to bloody wars. 

Personally, I do not believe that the people of Europe, the Middle East, 
and the Far East, in their hearts, desire war. I believe they still have not 
recovered from the ravages of the last war. But they must live and, to exist, 
they must have trade. 
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The United States is the only country in the world that can and is able to 
inaugurate a program of this type, which would serve to bring all nations 
together and make it possible for all to live in peace. 

An outlet for their productive capacity would enable them to enjoy modern 
appliances and utilities and a higher standard of living, but this must be 
achieved through work, not through charity and free gifts. 

The entire plan is designed to be operative as a 100 percent private enter- 
prise, to which the United States Government would lend its support by creat- 
ing a Government agency (or utilize an existing agency) which would provide 
facilities for factoring accounts secured by warehouse receipts or bills of lading. 

The CHarmman. Mr. Gathings of Arkansas will call the next 
witness. 

Mr. Garuines. Mr. Chairman, it is a distinct pleasure for me to 
welcome Mr. Robert Downs of Harrisburg, Ark. He is from my 
district, on of my constituents. He is an outstanding farm dealer in 
the State. He began as bank president of the Arkansas Farmers 
Union, and has moved up to the top of the ladder. He is now presi- 
dent of that organization. We think a great deal of him in the State 
of Arkansas. I should like to welcome him. 

The CHatrman. Mr. Downs, we re delighted to have you with us 
this morning, and we shall be glad to hear from you. 


STATEMENT OF ROBERT W. DOWNS, MEMBER OF THE NATIONAL 
BOARD OF DIRECTORS OF THE NATIONAL FARMERS UNION AND 
PRESIDENT OF THE ARKANSAS STATE FARMERS UNION 


Mr. Downs. Thank you, Mr. Gathings, and thank you, Chairman 
Cooley. I would like to say in the beginning, again, that I am Rob- 
ert Downs, member of the national board of directors of the Na- 
tional Farmers Union and president of the Arkansas State Farmers 
Union. 

I would like to commend the committee for the good work that you 
have done thus far on Public Law 480. 

I am here to present the testimony of the National Farmers Union, 
and I shall do so in this written statement which I shall read. 

National Farmers Union supported the basic legislation which led 
to the passage of Public Law 480. Moreover, we have the distine- 
tion of having had an important part in its conception, drafting, and 
enactment into law by the Congress. We continue to support exten- 
sion of the program while supporting United States leadership in the 
establishment of a multilateral agency under the auspices of the 
United Nations, the purpose of which would be to work out the solu- 
tion to trade problems on a multilateral basis instead of on a bilateral 
basis. Negotiations and sales under Public Law 480 have become, in 
effect, multilateral because third and fourth country interest must be 
taken into consideration under the law. 

Therefore, it would appear a wise course of action to have our 
Government take the lead in negotiating the means toward this end. 
Senators Humphrey, Murray, and others have proposed such action 
in recent years and the Sentae passed a resolution to this effect. in 
1956, but it was dropped in conference. <A big advantage of an In- 
ternational Food and Raw Mterils Bank would be the elimination 
of lengthy negotiations of sales required under the bilateral opera- 
tion of Public Law 480. Until we are willing to take the lead in the 
establishment of a multilateral agency of this type, Farmers Union 
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will continue to support the extension of Public Law 480. We feel, 
however, that Public Law 480, as presently operated, falls far short 
of being effectively used to fulfill the objectives of our foreign pol- 
icy. With your permission, Mr. Chairman, we will confine our 
remarks to some long-range consideration in the operation of the law 
and to the barter program. 

Secretary Benson wrote a letter to the chairman of the Senate Agri- 
culture Committee, Senator Ellender, on February 17, 1958, in which 
he said: 


* * * In some instances the movement of basic commodities under Public 
Law 480 results, under the current escalator provisions of legislation, in higher 
price supports than would otherwise prevail. For example, on February 7 we 
announced the price support for cotton at 81 percent of parity. There is no 
question that this price support is substantially higher than it would have been 
in the absence of the exports under Public Law 480. 

Mr. Chairman, this statement illustrates clearly the fact that the 
Secretary has failed to grasp the significance of having an abundance 
of food and fiber and the part it can play in furthering the foreign 
policy of the United States. Instead he is worried about the in- 
significant increase in the price-support level of cotton which he at- 
tributes to cotton sales under Public Law 480. 

If the Secretary’s attitude toward Public Law 480 in general is re- 
flected in the quote on cotton, and we have good reason to believe that 
it is, we wonder whether the curtailment of the barter program in 
May of 1957 was to keep the surplus of cotton and other affected 
commodities at a point where the escalator provisions of law would 
not apply and thereby deliberately hold down income to hard-pressed 
cotton producers. If this is true, the Secretary’s belief in lower prices 
has reached the ultimate point of ridiculousness and fantasy. 

The fact is that a high percent of the commodities moved abroad 
under Public Law 480 have come directly from the stocks of CCC. 
This accounts for the fact that, except for some small price-support 
increases due to reduced supply percentage, farm prices have not 
been greatly influenced one way or the other. It is clear to us that 
the benefits of the Public Law 480 program accrue to all United States 
citizens, including farmers in their capacity as citizens, and that 
under the circumstances it is basically a foreign policy program. 

Neither farmers union nor informed Members of the Senate or 
House view Public Law 480 as merely the means to a food and fiber 
disposal program. Rather it is looked upon as a new concept in the 
conduct of our foreign policy. Public Law 480 is a part of the United 
States foreign policy program, not part of our farm policy program. 

The agriculture committee of the National Planning Association 
recently made the following statement: 

The use of agricultural surpluses to strengthen the economies of underde- 
veloped countries can be an important long-range element of our foreign policy. 

The United States has not anywhere near fully used its abundance 
of food and fiber as an integral part of our general foreign economic 
assistance program. And only limited quantities of food and fiber 
have been used under section 402 of the Mutual Security Act to fur- 
ther foreign policy and defense objectives of the United States— 
limited amounts in terms of the quantities which might be used. The 
Senate Foreign Relations and House Foreign Affairs Committees 
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have consistently sought greater use of our food and fiber abundance 
under this section. The administration asked only $175 million of 
mutual security funds be earmarked under section 402 to finance the 
export and sale of United States food and fiber for foreign currency 
in fiscal 1958. However, the action of these committees resulted in 
increasing earmarked funds to $200 million. 

These two examples of interest in expanding our food and fiber uses 
abroad serve to illustrate that our abundant food and fiber have be- 
come instruments of our foreign policy and that they can be used to a 
much greater extent in the future. 

Officials of the Department of Agriculture have asserted that the 
Public Law 480 program is nothing more than a farm surplus disposal 

rogram and, as such, is only a temporary program. Apparently the 
Teptotinsal of Agr iculture has failed to grasp the significant part that 
expanded use of food can play in the kind of economic development, 
military aid, and technical assistance programs conceived in Public 
Law 480, Mutual Security Act, point 4 legislation and the other for- 
eign assistance programs, including those conducted by private agen- 
cies. Farmers 5 inven does not agree with such a limited conception 
of the Public Law 480 program. 

Farmers Union does not concur with a contemporary farm organ- 
ization—the Farm Bureau—that the Public Law 480 program is only 
a temporary program. Farmers Union feels that our food and fiber 
are just as important as our dollars, in the conduct of the Nation’s 
foreign assistance programs and that Public Law 480 should be made 
a permanent, long-term part of our Nation’s foreign policy. 

It is a matter of conviction with us that it is morally wrong to per- 
mit starvation and malnutrition to exist anywhere in the world if there 
is productive capacity to fill the need. We are convinced that the 
justification of our view, and those who may share it, is grounded in 
fundamental humanitarian considerations inherently subser ibed to by 
the citizens of this Nation. We are convinced that at least gradually 
rising standards of income, diet, and nutrition are a basic essential to 
political stability in nations attempting to maintain representative 
democratic governments. To do this requires an ample supply of food 
and fiber to ‘prevent inflation during the period of rapid capital invest- 
ment that is so essential to expanding economic growth in the develop- 
ing nations. These concepts, we feel, are important in the conduct of 
our foreign policy to promote and encourage democratic institutions 
and governments in those areas of the world just beginning their 
economic development. 

Additional food and fiber to permit an increasing per-person con- 
sumption is basic to needed capital accumulation and industrial de- 
velopment under free and democratic institutions. To force indus- 
trial development in a country where the working population is caught 
in a Malthusian cycle of scarce food and poverty is to force on the 
country totalitarian methods of enforcing the capital accumulation 
required for such development. The other side of the coin is the 
breaking of the Malthusian cycle of poverty, establishment and 
growth “of democratic institutions providing the underpinning re- 
quired for industrial development. In this process, food and fiber, 
and capital from outside a developing country are needed. 

Believing as we do in government of the people, for the people, and 
by the people, we in the United States have an important stake in 
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promoting and encouraging the conditions that make representative 
government ossible in all areas of the world where it is within our 
resources an persuasive e capabilities to do so. 

We submit that, with vision and imagination, we should be able to 
use our food and fiber and productive capacity as assets in (1) help- 
ing to build the economies of developing nations, (2) in defense of the 
free world and (3) in conveying the interest and concern that citizens 
of the United States feel for their neighbors in other nations. 

The United States must learn to live as a good neighbor in the 
community of free nations—not as a big brother who, because of size 
and weight, expects special concessions and is reluctant to share his 
wealth of material goods with younger members of the family. 

State De partment witnesses in hea arings before the Senate Foreign 
Relations Committee declined to state for the record any foreseeable 
date when the United States would not find it necessary to participate 
financially in foreign economic development programs. Under the 
circumstances, there is justification for long-range planning for using 
Public Law 480 as an instrument of our foreign policy 

The United States has the productive capacity to meet steadily, on 
an annual basis, the marginal requirements for food and fiber to but- 
tress our foreign-policy programs. In fact, the United States un- 
fortunately has allowed itself temporarily to become embarrassed by 
an ample supply of food and fiber and the capacity to produce it. But 
effective and prudent use can be made both of existing supplies of 
food as well as productive capacity under Public Law 480. 

The United States is presently using food atc! fiber in ways that are 
more effective than United States dollars would be in the conduct of 
our foreign aid programs. Consequently, as long as foreign eco- 
nomic aid programs are justified at all, there is ample justification for 

contination of Publie Law 480. 

Selling our agricultural commodities for local currencies and using 
the currencies as loans or grants for economic aid—and I would 
like to insert that we have not used such loans and grants nearly as 
much as we should for economic aid—serves the dual purpose of 
speeding economic development and increasing the supplies of food 
and fiber in needy countries, thus preventing the inflation that other- 
wise results from rapid capital investment. 

Much of the cost of many development projects—roads, dams, irri- 

gation projects, schools, etc.—is for labor and locally produced mate- 
rials and equipment which can and should be paid for with local cur- 
rencies; and in most of the underdeveloped countries supplies of food 
and fiber are woefully inadequate. 

One of the greatest underlying needs of all of the lesser developed 
countries is more and better schools, with programs of general and 
vocational education. Most of the people in these countries are il- 
literate and unskilled. The local currency can be used to build schools, 
to train teachers and pay their salaries. The food and fiber can be 
used to give a better clothing to those attending schools at al! 'evels. 
In many of the lesser developed nations parents would be fo ved to 
keep children at home to work in the rice paddies for their individual 
sustenance, even if free schools were provided. Food and fiber are 
the greatest of assets under these conditions because it permits at- 

tendance at school and vocational training in improved agricultural 
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methods. Enlarging and improving the educational systems in these 
countries is a longtime process and aid for this purpose would need 
to be on a continuing basis, the same as will the other kinds of eco- 
nomic development loans provided for in the Mutual Security Act. 

Mr. Poace. Mr. Downs, right there, you have touched upon a point 
that troubles many of us. I know it troubles me. 

We all agree that we ought to try to help starving people wherever 
we can do so simply to take care of their immediate needs. However, 
now, you mention these people who are forced to keep their children 
from school, even if there were schools, because they have to work in 
the rice paddies. 

Why do they work in rice paddies? To produce enough income 
by selling the rice. These people in Thailand and Burma, they raise 
that rice and other agricultural commodities and they sell those com- 
modities to the people in town. 

Now, if you are to give that man in town surplus wheat or surplus 
rice, then that man who is out in the rice paddy cannot sell that little 
bit that he is growing and he will not be having that income, neither 
he nor his children. It may not have been much that he got from the 
man in town, but it was all that he got, and you are going to take 
that away from him. 

Now, how far are you going with this thing? Are you going to 
send these commodities to this man in town and destroy and starve 
the man in the country? Where do you stop? 

Mr. Downs. This is not intended, Mr. Poage, to apply to a normal 
market. This we are talking about is a person who would not be a 
potential customer anyway. 

Mr. Poace. I understand that and I understand that it is not a 
normal market, but I am just telling you, and you know it, that when 
you feed this man in town then you have destroyed this farmer, and 
I do not care what the intention is. What little market there is for 
those commodities you are taking away from this man in the rice 
paddy, and he loses what little business he has in town, and he himself 
is without an income. Of course, he still has got a little rice but that 
is all that he has got, and he cannot buy anything else. 

Do you not simply destroy the actual operation of the free economy 
when you go to doing this thing on a big scale and actually undertake 
to feed vast populations free ? 

Mr. Downs. Aren’t those people, Mr. Poage, people that at the pres- 
ent time not only are not getting any food, but they are not getting 
an education 

Mr. Poage. They are living. 

Mr. Downs. Yessir. 

Mr. Poace. And they are buying from that man in the rice paddy. 
They are giving him mighty little for it, I know that. He may not 
get much, but he gets something and if we carry out this proposition 
of giving the people in town wheat—then he has lost even that little 
market for rice. 

Mr. Smirn. Would you yield? 

Mr. Poace. Surely. 

Mr. Smirn. Why do nations impose import quotas for the same 
reason you are talking about? 

Mr. Poacr. Of course. They do it to try to protect their own pro- 
ducers. Why do we do it? 
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We recognize that if you bring in more wheat from Canada into 
the United States and undersell the American market the effect is to 
hurt the American farmer. We want to keep the Canadian wheat 
out and your organization is in favor of keeping it out so that the 
American farmer would have the market. 

Now, why should you go to Thailand and destroy that man’s market 
and do to him what you would not do at home? 

Mr. Downs. We feel that there is, Mr. Poage, quite a lack in the 
diets of those people and these are not intended to replace any of the 
business going on in these countries, but rather to supplement the in- 
adequate diets and nutritional standards. 

Mr. Poace. All right. But when you bring in Canadian wheat at 
10 cents a bushel less than the local market price, would you not to that 
degree be robbing the American farmer and if you do it on a big 
enough scale you destroy the American farmer. 

Mr. Downs. I think that we have the capability, sir, that those 
people do not have in these countries. 

Mr. Poace. Sure, have got the capability, but it is a matter of exactly 
the same thing, is it not? What is the difference between bringing 
in Canadian wheat let us say at $1.40 a bushel and bringing in Amer- 
ican wheat into Bangkok at nothing a bushel? It is merely a difference 
in degree, is it not ? 

Mr. Downs. Well, sir, our producing capabilities are so much 
different. 

Mr. Poacr. Certainly, I agree with you there. We all know that. 
We can produce a great deal more, but is the American wheat producer 
any more dependent on the sale of this wheat than that man in the rice 
paddy in Thailand is dependent on the sale of his rice? 

Mr. Downs. Well, of course, we are thinking about the matter of 
people in Bangkok and on farms in the adjoining area, for instance, 
whose children have to work in the rice paddies rather than go to 
school, we are thinking not only of the inadequate diet but also edu- 
cation which is basic to breaking the cycle of poverty in which they 
are almost hopelessly caught. 

Mr. Poace. Well, the children in Bangkok do not work in the rice 
paddies because they live in the city. 

Mr. Downs. No, but the man in the outside—— 

Mr. Poacr. That man outside makes so little his children have to 
work, don’t they—and there are a lot of people in the United States 
in the same shape, aren’t there ? 

Mr. Downs. There are. 

Mr. Poage. Well, in some parts of the country, I am sure in my 
part, there are families of cotton pickers. Some of them are children. 
I think that you have the same situation in Arkansas. 

Mr. Downs. That is right. 

Mr. Poage. And they do it because they cannot afford to do other- 
wise. Isn’t that right? If everybody had plenty of money they 
would not close their schools and send their children to go pick cotton. 

Mr. Downs. That is correct. 

Mr. Poace. Of course not. And they are doing the same thing 
that Thailand is doing, with a little difference in degree. But would 
you destroy those people in America and would you destroy their 
income? You would not do that. So why destroy that man in some 
other country ¢ 
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_The Cuamman. You do not wish to destroy. You wish to help 
him. 

Mr. Downs. That is right. 

Mr. Poace. I want to know how you help him. 

The Cuamrman. Mr. Downs, you may complete your statement. 

Mr. Downs. Thank you. 

Special food and fiber distribution programs are needed to insure 
that the supplies represent additional consumption and that they do 
not unfavorably influence normal imports from other countries or 
prices received iW local producers. The governments of many coun- 
tries do not have the knowledge or experience needed to develop and 
administer such programs. Therefore, technical assistance in plan- 
ning and administering programs for distributing the food and fiber, 
as well as assistance in planning and administering educational and 
economic development projects, is needed. 

Long-term loans, rather than grants, for programs involving eco- 
nomic development are desirable where the receiving country prefers 
a loan and where repayment would not slow down the rate of economic 
growth. However, grant authority is needed to aid countries where 
repayment of the full amount would slow down the rate of develop- 
ment. For example, 2 number of years are required for programs of 
general and vocational education to bring general increases in pro- 
duction and national income. Grants for at least part of the aid for 
education would enable many developing nations to enlarge and im- 
prove their educational systems more rapidly than they otherwise 
would be able to afford. 

Donations to voluntary relief agencies for distribution abroad sup- 
plement the diets of those in greatest need. In this conenction, we 
endorse the testimony that representatives of voluntary agencies will 
present to the committee. The agencies or their representatives usu- 
ally supervise the distribution down to the ultimate consumer. Many 
of them conduct or help support schools, hospitals, child-care centers 
and similar institutions in the receiving countries and much of the do- 
nated foods is used in these institutions. The donations are welcomed 
by recipients and by their governments. The program has not aroused 
the fears of other exporting countries and it has popular support here 
in the United States. It should be an integral part of the continuing 
program. 

Grants for emergency relief of famine and other disaster service 
have long accepted humanitarian purposes and hasten the recovery of 
distressed people and governments. Such grants should continue. 
Greater participation by voluntary agencies would speed up the dis- 
tribution in the stricken country and help insure that the supplies go 
to those in greatest need. 

Some concern arises from the fact that accumulation of soft curren- 
cies by the United States as the result of Public Law 480 and section 
402 programs could result in serious problems in the years ahead. 
Statements to the effect that the “soft loans” made to developing na- 
tions will never be repaid are being circulated. In this connection, 
Farmers Union’s views are as follows: 

First, we believe that most of the funds that go into these so-called 
soft loans will be repaid. Here in the United States we have seen 
soft loans made by the Reconstruction Finance Corporation in the 
business and industrial sector of our economy and by the Farmers’ 
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Home Administration and the Rural Electrification Administration 
in the farm sector. So-called soft loans made by these agencies have 
been and are being repaid with interest. The losses have been negli- 
ible. 

=" Repayment of loans for economic aid received in the form of local 
currencies in the years ahead will reach substantial sums and care will 
be needed to avoid putting an undue strain on the economies of the 
borrowing countries. If the payments are not reloaned or otherwise 
utilized in the borrowing country, that country’s money supply may 
be reduced to the point that the purpose and objective of the loan 
cannot be achieved. Since economic development is a long-time pro- 
cess, this problem is almost certain to arise in the developing nations. 
We should be prepared to reloan a substantial portion of the repay- 
ments for further economic development projects. 

Foreign currency holdings of the United States in the year ahead 
should be kept to a minimum. This appears to be desirable for the 
following reasons: (1) Large holdings of foreign currencies by the 
United States may arouse fears of economic imperialism in newly 
independent countries. (2) The objective of assisting developing na- 
tions to raise standards of living and to develop economies can best be 
realized if we keep our foreign currency holdings at work. Attendant 
to this matter will be uncovering additional prudent uses for our for- 
eign currency holdings which contribute to the objectives sought by 
participating countries. 

Establishment and maintenance of reserve stocks, particularly in 
countries with meager food supplies, should be part of a continuing 
program. Such food and fiber stocks could be drawn on immediately 
if disaster struck and could be used for other purposes as well. Some 
reserve supplies might be released in times of temporary shortages 
and rising prices to be replaced by further acquisitions from the 
United States, other exporting countries, or local production. Nu- 
merous problems will arise in connection with the establishment and 
administration of reserve food stocks in other nations for both the 
supplying and receiving nations. For example, storage facilities must 
be constructed, stocks will have to be rotated and managed carefully 
to prevent losses, and measures must be taken to release stocks so as 
to prevent adverse effect on local producers of food. 

ese problems can be solved. The benefits to be derived from 
these reserves justify, in our view, an international organization such 
as an International Food and Raw Material Reserve or a World Food 
and Fiber Board. While the functions of such are subject to negoti- 
ation between nations participating in a reserve program, we see it as 
helping with such matters as (1) enlarging the number of exporting 
countries to participate in a good and fiber reserve, (2) assisting in 
the establishment of regional reserves to serve two or more neighbor- 
ing countries, (3) providing technical and administrative assistance 
in the establishment, management, and use of national reserves, and 
(4) assisting with the problems attendant to the rotating of stocks. 

Farmers Union supports enlarged as well as long-range Public Law 
480 program. The 1957-58 Public Law 480 program was only half 
large enough. 

_ The long-time extension of Public Law 480-type program is in the 
interest of all the citizens of the United States. Based on the analy- 
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sis of the program by administration officials in hearings before Sen- 
ate and House Agriculture Committees, it is clear that Public Law 
480 has been of greater benefit to the country as a whole in the realm 
of foreign policy than an equal number of dollars spent in any other 
way. Public Law 480 is a vital part of foreign policy, not basically 
a domestic United States farm program or a surplus-dumping scheme, 

Farmers Union supports the barter provision of Public Law 480, 
which Secretary Benson ceased to administer early in 1957. Barter 
provisions should be retained in the longer term extension of the law 
and Secretary Benson directed to continue barter operations. 

In 1954, the first year of the Public Law 480 program, the Depart- 
ment of Agriculture approved 68 barter contracts valued at approxi- 
mately $29 million. The following year, 1955, 99 contracts valued at 
$224 million were approved. In 1956, 170 contracts valued at approx- 
imately $349 million were approved. Barter transactions during 1957 
were continued at approximately the same rate as 1956 until May 28, 
when the program was cut off by administrative action. During its 
operation, over $800 million of commodities were traded for strategic 
goods for which the United States has an almost insatiable thirst, 
as the world’s largest industrial nation. 

The Department acted to cut off the barter program, it was an- 
nounced, to maintain dollar sales. However, the record shows that as 
the barter program increased so did the dollar sales from CCC stocks, 
We are not impressed, Mr. Chairman, by testimony before the Senate 
Agriculture Committee and this committee by the Department of 
Agriculture in which they express the opinion that the commodities 
involved in barter transactions could have been sold for cash. 

The fact is that w.th the cutoff of the barter program, gross exports 
and cash sales declined simultaneously. In this connection, we refer 
you to part V of the report of the Senate Agriculture Committee en- 
titled “Food and Fiber as a Force for Freedom.” 

The Senate Agriculture Committee carefully noted the foreign pol- 
icy implications of the barter program. They arrived at the con- 
clusion that any advantage accruing to sales of agricultural commodi- 
ties through barter was limited by its very nature to small, highly 
competitive discounts which could be offered. Furthermore, they 
felt that facts did not warrant the position taken by other nations who 
ee concern about our barter program. 

ince the Department of Agriculture established the highly restric- 
tive regulations which limit the sale through barter of commodities 
to relatively few nations, the discounts being offered under the present 
barter program are becoming larger. This is true because it is diffi- 
cult to sell the commodities into the countries which the Department 
approves for such sales. This has led to grain companies demanding 
and receiving larger discounts from the barter companies offering ma- 
terials because of the greater risks that must be run in disposing of 
the commodities. The most classic indictment that can be made of 
the Department’s present barter procedure is this inevitable result 
which, while applying to only a small volume, has encouraged such 
large discounts as to give valid cause for complaint from friendly 
nations. 

The record shows clearly that there was a substantial savings in 
storage costs occasioned by the exchange of the commodities for the 
materials. The Department of Agriculture statistics show clearly 
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that the storage costs of the materials taken is approximately one- 
fiftieth of the storage costs of the commodities given in exchange. 
Furthermore, the value of the materials that have been accepted has 
increased substantially over their value at the time of acquisition. 

Operation of the barter program before May 1957, brought into our 
country needed strategic materials. As time goes on these materials 
will be of increasing importance as a part of our total national re- 
sources. We need, therefore, to cultivate sources of supply by restor- 
ing the barter program. 

in view of the past record of the Department of Agriculture in 
operation of the barter program, we believe it is necessary to further 
amend Public Law 480. 

It is not our intention to recommend that language which we feel 
is necessary. But we do feel that the committee should take action 
to indicate support for reactivating the barter program. In this con- 
nection, we believe that the approach in S. 3420 is realistic and should 
be upheld. In directing the Secretary of Agriculture to continue the 
program, the Senate Agriculture Committee included language in 
their bill as follows: 

* * * to the maximum extent practicable and within the limit permitted by this 
section * * * the Secretary is directed to barter or exchange * * *. 

Farmers’ Union strongly endorses the operation of the barter pro- 
gram at the maximum level consistent with practical business prin- 
ciples and world market conditions. We believe that the barter pro- 
gram should be operated in such a way as to approach the goal estab- 
lished in the Senate bill, but we do not believe that barter contracts 
or agreements should be approved irrespective of the merits of the 
transactions being offered. 

In order to reach the goal established in S. 3420, we believe that 
barter contracts should not be so severely restricted as under present 
limited operation of the program, but available through the exporters 
to all of the free nations. 

The United States is fortunate in having the abundant food and 
fiber supplies without which a Public Law 480 program would not 
have been possible. We believe that because of the foreign-policy 
aspect of the program the benefits accrue to all United States citizens, 
not just farmers. Under the circumstances, the costs of the program 
should be charged to the Nation as a whole, and not solely to farmers 
and farm programs. 

The Cuarrman. Mr. Downs, we thank you very much for your state- 
ment. 

Mr. Downs. Thank you, sir. 

The CuHarrman. We are very glad to have you here. I am sure the 
committee will consider the views you have expressed. 

I should like to comment on one matter in your statement, on page 3, 
where you say : 

It is a matter of conviction with us that it is morally wrong to permit starva- 
tion and malnutrition to exist anywhere in the world if there is productive 
capacity to fill the need. 

In addition to that statement, you say that the Public Law 480 pro- 
gram should be a permanent program. 

Does that mean you are in favor of utilizing the full productive 
— of American agriculture if necessary to feed the people of 

e world ? 
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Mr. Downs. I do. 

The Cuamman. Any further questions? 

Mr. Anruso. Yes. Mr. Downs, first of all, I want to congratulate 
you on — very fine presentation. 

Mr. Downs. Thank you, Mr. Congressman. 

Mr. Anruso. You say on page 10: 

In view of the past record of the Department of Agriculture in operation of 
the barter program, we believe it is necessary to further amend Public Law 480. 

Now, after that statement, after the language in our Report No. 
1716 where we clearly stated “barter” as a priority intthod of dis- 
posal, and after the testimony of Mr. Berger yesterday, do you believe, 
in view of the testimony of Mr. Berger, that unless we put some lan- 
guage in the law making barter possible, that the Department of 
Agriculture under Mr. Berger would promote barter ? 

Mr. Downs. I do not think so. I would think that you will have 
to spell it out. 

Mr. Anruso. I think it is the clear intention of the administration 
under Mr. Berger to kill barter and they have successfully done it. 
It has gone from a gross of almost $1 billion to where it is now down 
to only $11 million, and all the strong language we can put in the 
report will not make him change that unless we have some language 
in the law to say, “We believe in barter. Barter is necessary for na- 
tional defense, it is necessary for the security of our country, and it 
is necessary to move our agricultural surpluses and you must follow 
that principle.” 

Unless we have some language which directs him to do that, you do 
not believe he will pay any attention to the strongest language in 
a recommendation ? 

Mr. Downs. No sir; I donot think so. 

The Cuatrman. Thank you very much, Mr. Downs. The com- 
mittee will adjourn until tomorrow morning at 10 o’clock. 

(Whereupon, at 11:55 a. m., the committee adjourned to reconvene 
at 10 a. m., May 7, 1958.) 
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Agricultural Trade Development and Assistance Act of 1954 


WEDNESDAY, MAY 7, 1958 


Houses or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The committee reconvened, pursuant to adjournment, at 10:05 a. m., 
in room 1310, New House Office Building, Hon. Harold D. Cooley 
(chairman) presiding. 

Mr. Garuines (presiding). The committee will come to order. 

Off the record. 

(Discussion off the record.) 

Mr. Garutnes. On the record. 

I would like to read for the record a letter received from the De- 
partment of State under date of May 5, to Chairman Cooley, giving 
the views of the Department of State with respect to the extension of 
Public Law 480: 


Dear Mr. Cootety: The Department of State appreciates the opportunity to 
express its support of continuation of Public Law 480 and to supplement the 
presentation by the Department of Agriculture in regard to certain aspects of 
the program. 

The Department of State recognizes that the primary purpose of Public Law 
480 is to reduce the size of our agricultural surpluses and to develop new markets 
for American farm products abroad. At the same time, we believe that disposal 
of surplus commodities under the act serves important foreign-policy objectives. 

The bulk of our title I sales is to underdeveloped countries, many of which 
have serious foreign exchange problems. In such cases, we are able to help 
them over difficult periods by supplying food and fiber for local currencies, and 
thus enable them to use their scarce foreign exchange to purchase needed capital 
goods. In addition, we contribute to their economic development through 
foreign-currency loans under section 104a (g) of the act. We believe that the 
latter will help significantly in attaining the long-run objective of strengthening 
the basic economy and provide the basis for continued political stability in those 
countries. This, in turn, will result in better potential customers for United 
States products. 

One major problem in connection with economic development is the large 
backlog of foreign currencies which have not been put to use. Iam glad to inform 
you that steps are being taken to remedy this situation and that simultaneous 
negotiation of the sales and loan agreements is now taking place. This should 
help materially in effecting a wider utilization of foreign currencies to finance 
economic development projects. 

An essential element in the economic development of the less developed coun- 
tries is the education and training of people within these countries. Foreign 
currencies under the provisions of Public Law 480 have been used for educa- 
tional programs related to economic development with considerable success, and 
this use in the opinion of the Department should be expanded. These countries 
are sorely in need of skilled, semiskilled workers, trained administrators, 
teachers, and technicians. Foreign currencies can be used most effectively to 
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speed up this process and to make a start toward raising the general level of 
education. 

The Department has a particular interest in the utilization of Public Law 480 
foreign currencies for its educational exchange program. It would like to ex- 
tend those uses as provided in S. 3420 as passed by the Senate. Section 2 of the 
Senate bill will permit more effective use of these currencies for educational 
exchanges and assistance in support of American educational institutions and 
activities abroad. The Department will be glad to furnish such further de- 
tailed information as the committee may desire concerning the nature and con- 
templated scope of these activities. 

Sincerely yours, 
THomas C. MANN, Assistant Secretary. 


I would like to submit this for the record. 
(The letter referred to is as follows:) 
DEPARTMENT OF STATE, 
Washington, May 5, 1958. 
Hon. Harovp D. Coo.ry, 
Chairman, House Agriculture Committee, 
House of Representatives. 


Dear Mr. Cootey: The Department of State appreciates the opportunity to 
express its support of continuation of Public Law 480 and to supplement the 
presentation by the Department of Agriculture in regard to certain aspects of 
the program. 

The Department of State recognizes that the primary purpose of Public Law 
480 is to reduce the size of our agricultural surpluses and to develop new mar- 
kets for American farm products abroad. At the same time, we believe that 
disposal of surplus commodities under the act serves important foreign-policy 
objectives. 

The bulk of our title I sales is to underdeveloped countries, many of which 
have serious foreign exchange problems. In such cases, we are able to help 
them over difficult periods by supplying food and fiber for local currencies, and 
thus enable them to use their scarce foreign exchange to purchase needed capi- 
tal goods. In addition, we contribute to their economic development through 
foreign currency loans under section 104 (g) of the act. We believe that the 
latter will help significantly in attaining the long-run objective of strengthening 
the basic economy and provide the basis for continued political stability in those 
countries. This, in turn, will result in better potential customers for United 
States products. 

One major problem in connection with economic development is the large back- 
log of foreign currencies which have not been put to use. I am glad to inform 
you that steps are being taken to remedy this situation and that simultaneous 
negotiation of the sales and loan agreements is now taking place. This should 
help materially in effecting a wider utilization of foreign currencies to finance 
economic development projects. 

An essential element in the economic development of the less developed 
countries is the education and training of people within these countries. For- 
eign currencies under the provisions of Public Law 480 have been used for 
educational programs related to economic development with considerable suc- 
cess and this use in the opinion of the Department should be expanded. These 
countries are sorely in need of skilled, semiskilled workers, trained adminis- 
trators, teachers, and technicians. Foreign currencies can be used most effec- 
tively to speed up this process and to make a start toward raising the general 
level of education. 

The Department has a particular interest in the utilization of Public Law 
480 foreign currencies for its educational exchange program. It would like to 
extend those uses as provided in S. 3420 as passed by the Senate. Section 2 
of the Senate bill will permit more effective use of these currencies for educa- 
tional exchanges and assistance in support of American educational institutions 
and activities abroad. The Department will be glad to furnish such further 
detailed information as the committee may desire concerning the nature and 
contemplated scope of these activities. 

Sincerely yours, 


THomas ©. MANN, Assistant Secretary. 


Mr. Gatutnes. The first witness on the list this morning is Mr. 
Samuel Giudici. 
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Is Mr. Giudici present ? 
Mr. Gtupict. Yes, sir. . 
Mr. Gatuines. We would be glad to hear from you, Mr. Giudici. 


STATEMENT OF SAMUEL E. GIUDICI, OF LIMA, PERU, REPRESENT- 
ING C. B. FOX CO., NEW ORLEANS, LA. 


Mr. Grupict. Mr. Chairman, gentlemen, the recommendations ad- 
vocated herein are designed to increase the sales of wheat and other 
surplus agricultural products on a dollar basis, with foreign 
countries. 

Briefly stated, it recommends that the Congress of the United 
States authorize the Commodity Credit Corporation to sell these 
products through United States exporters to foreign customers on a 
straight credit basis, placing the financial responsibility upon the 
foreign client and eliminating the costly necessity of the opening of 
foreign letters of credit through foreign banks and the further costly 
need for a confirmation of this credit by a United States bank. 

The writer is located in a South American country, representing 
C. B. Fox Co., of New Orleans, grain exporters; and he has had 14 
years’ experience observing the great difficulties encountered selling 
United States grains in competition with Argentina and other foreign 
grains. 

Argentina sells at prices—for wheat at least—of about $6 a metric 
ton on an f. o. b. basis below United States wheats of like quality. 

Consequently, it is necessary to devise some method to eliminate 
this disparity to make our wheats salable. 

This can be done by lowering the cost of financing to the borrower. 

It is a true fact that in most of the underdeveloped countries the 
costs of financing imports are extremely heavy. 

Borrowers must pay from 10 to 14 percent a year for loans from 
their banks, and the cost of opening a letter of credit in those coun- 
tries runs from 114 percent to 2 percent, and when these costs are 
added to the 114-percent-a-year charge for confirmation of a foreign 
bank credit by a United States bank, the total finance charge averages 
close to 15 percent. 

The uncertainties of the rate of exchange between these countries 
and United States dollars adds an added cost often exorbitant; for 
example, the cost of covering the possible exchange depreciation. 

All in all, it can be figured that $70-a-ton United States wheat costs 
the importer in foreign countries an additional 10 United States dol- 
lars a ton for finance charges. 

The Commodity Credit Corporation’s well-devised plan of credit 
sales has helped to close the gap between the costs of foreign and 
United States wheats. 

The maximum credit term under this plan is 3 years, which is 
coupled with an extremely low rate of interest, currently approxi- 
mately 3 percent per annum. This plan is very beneficial. 

Calculating the saving on an interest rate of, say, 12 percent per 
annum in those countries and the 3-percent rate of CCC, on $70 wheat 
or 9-percent saving reduces the United States cost from $70 a metric 
ton to about $65 a metric ton. 

However, this saving is to a considerable part offset by the require- 
ment of CCC that the foreign buyer open a fetter of credit to guaran- 
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tee payment. This, plus the additional cost of the confirmation by 
a United States bank, amounts to about 314 percent and reduces the 
saving of a ton of wheat purchased under the CCC credit sale from 


9 percent to 514 percent, or from about $6 a ton to only about $4 a | 


ton. 

This still leaves the United States wheats some $3 a ton above Ar- 
gentine and other producing countries’ costs. The foreign millers 
must of necessity purchase the lower cost wheats. 

The CCC should be authorized to sell on straight credit terms 


freeing the buyer from the costly necessity of the presently needed | 


financial guaranty. Such authorization would facilitate the selling 
of United States wheats on the world markets on an equal price basis 
as other producing countries. 

In Peru alone I estimate that commercial sales of United States 


wheats would be increased by some 50,000 tons annually should such | 


a plan be adopted. 

The credit risk in selling to the millers in forign countries through 
United States exporters would be considerably less in my opinion 
than the risk involved selling under Public Law 480, wherein the 

roceeds are to a large extent loaned back to the country and payable 

ack in some 20 years. 

A foreign country unable to repay on due date would be impervious 
to usual commercial collection methods and might postpone repay- 
ment indefinitely. 

On the other hand, a privately owned miller could not evade his 
responsibility and would be obliged to close out his business were he 
to default, and the usual commercial legal redress could be obtained. 

It is recommended that such arrangements be entered into only with 
firms of recognized financial and commercial standing; be limited to 
25 percent, approximately, of their milling capacity, and that the 
credit terms be limited to 18 months instead of the usual, the possible, 
8-year terms under CCC. 

This proposal would have no adverse effect on United States bank- 
ing, as it would only make possible business that could not otherwise 
be effected. 

Credit is essential to business, and the above proposal would, in 
effect, increase the credit of the importers and millers who are often 
sorely limited by their local bankers at the heaviest crop-buying 
periods. 

It is believed that a simple directive from this committee would 
free the CCC Board of Directors from their present responsibility of 
accounting on a guaranteed basis for their credit sales and would 
greatly increase sales of United States wheats and other agricultural 
products abroad. 

Mr. Garurnes. I wonder, Mr. Giudici, if you would give us your 
home city and your background, something for the record ? 

Mr. Gruprcr. My home city now 

I have been 14 years in Peru, in Lima, Peru. My home city in the 
oe is Forest Hills, Long Island. That is a part of New York 
ity. 

T have been in the importing-exporting business all my life, and have 
represented C. B. Fox Co. in Peru in the sales of grain for about 
8 years. 
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I was formerly the Chief Special Representative of the Board of 
Economic Warfare for the United States in Peru for some time during 
the last war. 

Mr. Garuines. We are delighted to have your views and observa- 
tions with respect to this program. 

Any questions? [Several responses. ] 

Mr. Garuines. I believe Mr. Harrison is first. 

Mr. Harrison. I would like to ask, Mr. Giudici, if the problem that 
you present here is true in other countries, that is, other producin 
countries—do they present the same problem as does the Argentine? 

The one you mention here is Argentina alone. 

Mr. Grupict. You mean the same problem of the buying country ? 

Mr. Harrison. You mentioned Argentina as being the one country 
that is selling below world-market prices. 

Mr. Grupici. Yes. 

Mr. Harrison. And you mentioned $6 a ton ? 

Mr. Grupict. Yes, sir. 

Mr. Harrison. Now are there other countries that we compete with 
that present that same problem ? 

Mr. Gropict. That also undersell United States wheat ? 

Mr. Harrison. Yes. 

Mr. Gropicr. Asarule, Canada. 

Mr. Harrison. And your method of meeting this underselling is by 
reducing the finance charges to the miller, directly to the miller. 

Is that right ¢ 

Mr. Grupict. Yes, sir. 

The Commodity Credit Corporation—under Public Law 480, the 
Secretary of Agriculture is authorized to meet foreign competition. 
He does that by the establishment of an export subsidy, which, I be- 
lieve, is decided every day, which is based on a great many factors. 

But this export subsidy does not meet foreign competition—in 
wheats, at least—in every market. 

Mr. Harrison. Well, Public Law 480, the intent of it was not to 
undersell the world market. 

Mr. Grupict. Thatisright. Yes, we understand that. 

However, as the setup is, we not only do not undersell, but we 
overoffer by about $6 a ton. 

And the export subsidy applies, not only to Public Law 480, but 
to dollar wheats. 

Mr. Harrison. Well, Public Law 480 gives us the chance to sell 
to countries and to accept their currencies, and that is the advantage 
we have over some other countries ? 

Mr. Grupicr. That is right; yes, sir. 

Mr. Harrison. Now, we run into some difficulties here in the way 
of underselling the world market, and Public Law 480 is supposed 
to sell at the world market prices. But the Argentine, as expressed 
here, is selling at $6 a ton, or approximately, under the world 
market ? 

Mr. Gropict. Under United States markets. 

Mr. Harrison. And your method of meeting that particular road- 
block is to decrease the financing to the miller, or I guess it would 
be the miller in this case ? 

Mr. Grupicr. The miller, yes. 
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Without any additional further export subsidy or any other money 
out of the Treasury of the United States. 

Mr. Harrison. And if this miller goes to his own bank to borrow 
money, it costs him in the neighborhood of 12 to 14 percent; is that 
right ? 

Mr. Gropicr. Yes, sir. 

Mr. Harrison. And do they apply to the Export-Import Bank for | 
a loan? 

Mr. Grupict. Yes, sir. Quite a few of them have, I understand, | 

Mr. Harrison. Has it been granted ? 

Mr. Gropict. And the Export-Import Bank, on the particular) 
miller that I have in mind, has granted a line of credit to this miller | 
on the basis of a year; however, demanding that the miller open a 
letter of credit from his local bank in their favor to guarantee their 
were. 

r. Harrison. What is the rate of interest of the Export-Import 
Bank? 

Mr. Gropicrt. Approximately 514 percent, a very fair rate of interest. 
But the cost of opening the letter of credit and of the bank endors- 
ing each one of the drafts drawn under that credit would come to 
about 314 percent. 

Mr. Harrison. Which would increase their total price? 

Mr. Grupicr. Yes, sir. Three and a half percent on $70 wheat is 
about $2.40 a ton. 

Mr. Harrison. So, we have not gained very much by obtaining a 
loan from the Export-Import Bank, when the loan has to be guaran- 
teed by their local bank ? 

Mr. Grupicr. No, sir. 

As a matter of fact, I see no particular benefit. 

If the miller gets his own local bank to open a letter of credit, that 
bank can open a letter of credit to any bank in the United States, | 
aren bank. They would charge, perhaps, a little more interest, may- 

6 percent. 

Mr. Harrison. Your suggestion is for Commodity Credit Corpora- 
tion to loan directly to the miller. 

Is that right? | 

Mr. Grupict. Not to loan to the miller—to sell the wheat through | 
one of these United States exporters on the responsibility of the buy- | 
ing miller. 

Mr. Harrison. Rather than selling to the Government, they would 
sell or to the miller and accept his collateral, whatever that 
may be? 

Mr. Gropicr. Well, whatever financial arrangements they could 
make; yes. The Government would not enter into it. 

The Commodity Credit would sell through, say, any American ex- 
porter to a designated buyer down there and relieve the exporter of 
the responsibility of repayment and placing the entire responsibility 
for repayment on the foreign buyer. 

Mr. Harrison. Don’t you think we would have a great many finan- 
cial dealings throughout the country if we undertook that sort of an 
operation ? 

Mr. Grupict. Well, we might. We want to sell these products 
though. 
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Mr. Harrison. Yes, we do. It would maybe cost more than it does 
under the present program. I see your plan. 

I have no further questions. 

Mr. Garuines. Mr. Anfuso. 

Mr. Anrvso. I have just one question. 

Mr. Giudici, I believe you said you represent C. B. Fox Co.? 

Mr. Guipicr. Yes, sir. 

Mr. Anruso. Is that the same Fox who is going to testify here this 
morning ? 

Mr. Gropicr. I believe Mr. Fox is going to put in a statement. 

I represent him in Peru, not here in Washington. 

Mr. Gatruines. Mr. Smith. 

Mr. Smirn. What is the difference in the freight rate on a bushel of 
wheat from Argentine and one from Western United States? 

Mr. Grupicr. Well, that varies, sir, but generally speaking I would 
say that it is a little bit less from Argentina to, say, Lima; or to, say, 
anyplace on the west coast of South America, than it is from the 
gulf to any point on the coast of South America. Because when ship- 
ping from the gulf, the ship has to pay $1 a ton on canal toll charges. 

Mr. Smirn. And Argentine wheat comes by rail? 

Mr. Grupict. No, sir; it comes around the Horn. 

Mr. Smiru. Comes around the Horn? 

Mr. Gruptcr. Yes. 

Mr. Sniru. Is there enough differential between the freight rates 
to cause them to change from one 

Mr. Grupict. There is practically no differential. 

Mr. Smiru. That is all. 

Mr. Garuines. Thank you so much, Mr. Giudici, we appreciate 
your appearance. 

Mr. Grupicr. Thank you. 

Mr. Garuines. The next witness is J. M. Chambers, 2521 Connecti- 
cut Avenue. 

Mr. Chambers, you do not have but 2 or 3 copies of your statement ? 

Mr. Cuampers. Mr. Chairman, we have adequate copies, I believe. 

Mr. Gatutnes. Do you have an associate here ? 

Mr. Cuampers. Yes, Mr. Chairman. This is Mr. Stanley Groggins 
of M. Golodetz & Co., who has been in charge of our Government busi- 
ness for some 18 years. 

Mr. Gatuines. We are glad to have you gentlemen. 

I wonder if you want to submit your statement, and then talk es- 
temporaneously ? 

Mr. Cuampers. That is what I was going to suggest, sir. 





STATEMENT OF J. M. CHAMBERS, REPRESENTATIVE OF M. GOLO- 
DETZ & CO., ACCOMPANIED BY STANLEY GROGGINS 


Mr. Cuampers. In the interest of time, I will try to be as brief as 
possible. 

Mr. Gatuines. You may proceed in your own way. 

Mr. Cuampers. Mr. Chairman, I represent M. Golodetz & Co., of 
New York City. Since 1940 we have been supplying the United States 
Government with ores and minerals. In the field of manganese and 
chrome we have been one of the largest suppliers to the strategic and 
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critical stockpile. We have been participating in the barter program 
to a significant degree. 

Now, Mr. Chairman, Public Law 480, as you all know, is entitled 
“The Agricultural Trade Development and Assistance Act.” It stated 
certain policies that it was designed to carry out. Its basic purpose, 
according to the legislation, was to bring about a greater utilization 
and enjoyment at home and abroad and among friendly foreign na- 
tions of the abundance of food and fiber produc ed on the farms of the 
United States. 

When this law was enacted, the Congress took careful note of the 
fact that the Department of Agr iculture had not been carr ying out, to 
any appreciable extent, the authority granted it to barter by the Com- 
modity Credit Charter Act and the “Agr icultural Act of 1949. By 
Public Law 480 it specifically directed the Department of Agriculture 
to barter or exchange surplus commodities for strategic materials 
which were less likely to deteriorate and would be cheaper to store. 
That the Congress intended that this be done is clearly set out in the 
report of the committee on this legislation, where, among other things, 
it said, and I quote— 
that one of the important amendments is to establish barter as a priority disposal 
method. 

As you know, that law was approved in 1954. Agriculture did, 
thereafter, establish a reasonably sized and meaningful barter pro 
gram. However, without w arning, in April of 1957, the program was 
suspended. Then on May 28, 1957, the directive came out, which has 
been discussed so frequently here, which resulted in the program prac- 
tically being killed. 

Up until the time of its suspension, close to $900 million worth of 
commodities had been disposed of through the barter program. This 
accomplished one of the main purposes of the act which was to help 
dispose of surpluses. However, since May 28 of last year the Depart- 
ment has consummated contracts in an amount less than $25 million. 

Now, we do not know why, Mr. Chairman, this has been done, but 
it is clear that within the Department there is much opposition to 
the program. Mr. Berger, in testifying before your committee, said 
that the program had been curtailed for hard business reasons. Ap- 
parently, from his testimony, these reasons were based primarily on 
the opinion that so-called barter sales were displacing cash sales, and 
he said he had found himself in the position of competing with him- 
self for sales into what he calls hard-currency countries. Give him 
credit for consistency, because in earlier testimony before your com- 
mittee, and before the Senate committee, he testified in a similar vein. 
In each case he said that it was his opinion, and that he did not have 
the facts on which to base it. 

Now, Mr. Chairman, that is perhaps the only place where I agree 
with Mr. Berger’s testimony. He had no data to support his opinion. 
As a matter of fact, until this committee, as well as the Senate commit- 
tee, requested these data, and that have since been released by the 
Senate committee, Agriculture had no record on which to base a de- 
cision of this kind. This information was furnished in the early part 
of this year to the Congress, was based on data which extended through 
October 1957. Please remember that the barter program ran through 
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May 1957, so the report reflects a very short period of time, Mr. Chair- 
man, in which barter was not operative. 

These data did not support the position that Agriculture had taken. 
To the contrary, they showed clearly that each year that barter in- 
creased, cash sales increased, as did our gross exports of surplus 
agricultural commodities. Similarly, after the program was cut off, 
our gross exports started to drop, and there are clear indications that 
the cash sales from CCC stocks are also off. 

Mr. Berger argued that there were other factors for these changing 
figures and I am sure that there well may be. But in the absence of 
evidence of these other factors which might be affecting the program, 
it would appear that we must take the statistics that Agriculture has 
furnished and draw our conclusions from them. 

Mr. Chairman, with your permission I would like to submit for the 
record as a part of my statement the tables to which I have referred, 
that show the exports from CCC stocks due to barter and to cash sales. 

Mr. Gatuines. Without objection, they will go in the record at this 

oint. 

(The document referred to is as follows :) 
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U. 8S. Department of Agriculture barter transactions—Value of materials taken 
other than those on the list of stockpile items for calendar years 1950 through 
October 1957 


{In millions of dollars] 


























Agency and material 1950 1951 1952 1953 1954 1955 1956 1957 
(April) 
ICA: 

TENE: NOON, i ictasits ccirnihin akectipictlhn pone dieb-ssde acictheds sted tewh evel Gil ...cccch cade anaes 
ED PN taciackhy Gald.cilakGecin asi tauccedieulienataidadet taiciinncs pedicles OF fb cicccseniicedenn sane 
SS SEA RE ban ltnacanbpaeted 5.8 6.9; 19.8 2.4 Si. io icckces 
es FEW pW atededdnecetece t ate teddies SB i hg 1.4 eB Aigenest 

Defense: 
Boron minerals____._._-..-- atlantis te hgh ll inlets wine haat iin cdtaleeage 43 Aistwasda 
ice dcncendaneya lcwcbedhotaakudsashoeeudions lnaiaiaeaielat Tk Ft. fev<ne~nalens teen 
INI Sr ee eae | 756 todas pS eidaralibade- i is iencicfnaiacsochaSebweecin tpn 
ee aren no nnnenenn= gia sible lh coadiag ts cnikcse cesta eget ieee Litinakindhinconk<ahawtemmall 50.0 
ES nine dn dctpncicionnd $i aa «dang bien cabedneleaiadictenn mtemmeietnsdaiiced O.Oh i cues 
OE PE cn ksi chap cacdedeccndiekedcaglenbedethmintediotiesinnwalsameaee ew Caceaanoie 
tadbedeccbedbesocsucded Fee Rindbosiaa 5.8 7.7 35. 2 3.9 23.7 50.0 














U. 8S. Department of Agriculture—Ezport of agricultural commodities 


[In millions of dollars) 


| Csten- Calen- | Calen- | Calen- | Janu- April- | July- 


Exports as a result of— dar dar dar dar ary- June Sep- 
year year year year March 1957 | tember 
1953 1954 1955 1956 1957 1957 


I. Dollar sales: 





A. Other than CCC stocks.___| 2,289.1 | 2,112.2 | 1, 588.7 | 1,314.6 750. 2 340. 5 162.2 
B. CCC stocks: 

1, Cash 1,071.7 | 1219.2 129.8 | 3437.4 

2. Credit 4.0 (4) 2.0 13.7 

po Res tee 349. 6 97.4 87.7 68.0 
III. Foreign currency sales under title 

ey gg Uae eeeee ie Sees 266. 0 604. 5 310.7 334. 0 160.0 

IV. Sales financed by ICA programs...| 350.6 497.0 362.0 434.5 73.5 113.2 72.8 
V. Other programs, including dona- 

SRR, eid Sarees Cantaaseas 42.2 60.0 404.7 378. 8 69. 6 121.1 47.7 


pe ee 2, 843.8 | 3,043.3 | 3,194.6 | 4,157.7 | 1,282.2 | 1,128.3 961.8 


1 Denotes credit. 

3 Upland cotton export cash sales reclassified to title I, Public Law 480 program. 

* Includes cotton sales made earlier in 1957 but not invoiced until August and reclassification of some of 
these cotton cash sales to title I, Public Law 480, is anticipated. 

4 Less than $10,000. 


Explanation: Above data reflects dollar proceeds at export market values, except title II, Public Law 
480, and other donations included under (V) at CCC cost. These programs export values have been de- 
ducted from the total exports, the residue is reflected as ‘‘Dollar sales, other than CCC stocks.” 


Mr. Cuampers. Now it would appear there are other factors of a 
hard business nature which should have been considered and which 
should have encouraged carrying out this program to a maximum. 
The fact that we have a storage bill for our commodities of approxi- 
mately $1 million per day should be a very cogent reason why most 
hardheaded businessmen would try to reduce their inventories. For 
this reason alone Agriculture probably should have been very anxious 
to carry out the specific directive that Congress gave it in Public 
Law 480. 

However, there are other values which have accrued to our country 
as a result of this program that are much more persuasive. 

First of all, the values of the materials taken by Agriculture in 
exchange for the agricultural commodities as of October 31, 1957— 
and that, Mr. Chairman, is ‘ncluded in this same table—has increased 
some $57 million. While there may be temporary fluctuations in the 
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value of these materials, they will certainly increase in value as world 
stocks diminish. 

Second, the annual storage costs of the materials teken in exchange 
for the commodities as of October 31, 1957, is only $3,700,000 as 
compared to $106 million annual rental for the commodities given in 
exchange. And again, Mr. Chairman, these are in Agriculture’s own 
figures, which I have had put in the record. 

Third, since the commodities were sold through normal commercial 
channels, they were in effect merely another sale by the Commodity 
Credit Corporation. In fact, Mr. Chairman, there is no difference in 
the world markets between a so-called barter sale and a so-called dollar 
sale. The commodities are purchased from the Commodity Credit 
Corporation in exactly the same manner as any other commodities are 
purchased and are sold abroad for hard cash. 

I understand that testimony will later be given on this point by the 
Commodity people who are present here today. The statements of 
Agriculture concerning the saves effect that the barter program has 
had on the prices paid to the Commodity Credit Corporation should 
be examined most carefully with these witnesses. 

Fourth, because the so-called barter sales are tied in with the pur- 
chase of materials to be delivered to the Commodity Credit Corpora- 
tion, the funds engendered by the sale of these commodities abroad are 
used to purchase the materials that are delivered to Agriculture. 
The economy of the nations of the free world that sell these materials 
is thereby increased by these sales. In most cases, these materials could 
not have been sold in the quantities and at the time that they were sold 
but for the fact that a market was created for them through the barter 
arrangements, which did not otherwise exist. These contributions to 
the improvement of the economy of the free world are an important 
part of the foreign-policy benefits derived from this program. And 
parenthetically, Mr. Chairman, most of the nations, or many of the 
nations, that are selling these materials are nations whose economy 
we are aiding through our foreign-aid programs and other types of 
Government aid. 

Fifth, in addition to the payment for the materials mentioned 
above, which goes into the free world nations, the transportation costs 
of the commodities and materials are paid out of the proceeds of the 
sale of the commodities. Fifty percent of the shipments of the ma- 
terials must be on American-flag vessels. As a result, American ship- 
ping profited materially by the shipment of materials. 

Sixth, under procedures which were permitted until near the end 
of the barter program, American processors of foreign ores could 
offer semiprocessed materials which were paid for out of the proceeds 
of the sale of the commodities. The incalculable benefits that resulted 
to the management and the employees of this significant segment of 
our American industry did much to sustain them through the early 
stages of the present depression and the cessation of the barter pro- 
gram has denied a market to them which, if now available, would do 
much to help them through this trying period of financial unrest. It 
is my understanding, Mr. Chairman, that er on this point will 
be given by representatives of this industry later during the hearing. 

Seventh: the countries who sold the materials, as a result of the my 


of the commodities received hard currency in payment for them. 
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They thereby increased their dollar balances, and with those dollars 
they could purchase additional items from America, which must have 
helped our economy and secured needed materials for those countries. 

et, in spite of all these factors, and each of them I submit is a 
hardheaded business factor, the Department of Agriculture has prac- 
tically killed the program. 

Now, Mr. Chairman, the matter of alleged displacement of cash sales 
I have covered briefly in my statement, but I know more competent 
witnesses than I will be discussing that and with your permission I 
will exclude that from my testimony. 

Mr. Garutines. How do you account for an increase in cash sales? 
Just how did that happen; how could it happen? 

Mr. Cuampers. Mr. Chairman, again I would like to defer to the 
witness who will follow me. In general terms, the commodity com- 
panies—and, sir, these are the same men who sell all the grain that is 
exported from America—will probably tell you that the barter sales 
have given them greater flexibility in the way that they have handled 
all their sales. And I think that they can explain it much better than 
I. All TI can say is that the facts in the record, Agriculture’s record, 
clearly show that as barter sales increased so did cash sales from CCC 
stocks. 

Mr. Gatuinos. Well, I think, according to the Department of Agri- 
culture, 60 percent of the exports were on a cash basis. Now since 
they practically folded this program up, would that 60 percent go 
down to 55, or 50, or what? 

Mr. Cuampers. First of all, Mr. Chairman, as I have said, I do not 
believe from the standpoint of practicalities there is any difference in 
the sale of CCC stocks to cover a barter transaction, or a normal cash 
transaction. Once the sale is made, and they are made in exactly the 
same way—the grain companies will tell that they buy from the Com- 
modity Credit Corporation for barter in precisely the same way as 
they buy for any other purpose. Once that has been done, sir, and the 
American grain is then sold abroad, I have a great deal of difficulty 
seeing any difference in the manner of sale because abroad they are 
being sold for hard currencies. 

Mr. Gatutnes. Please proceed. 

Mr. Cuampers. Thank you. 

I suggest, sir, while I would be willing, within my limited experi- 
ence and knowledge, to try to discuss the grain field, that this is not 
our field. We are ores and minerals people. You have more com- 
petent witnesses than I. 

The Cuarrman. Mr. Hill wishes to ask you a question. 

Mr. Hitu. Were you in the committee room yesterday when I asked 
the question about metals # 

Mr. Cuampers. Yes, I was, Mr. Hill. 

Mr. Hi. I suppose you are in favor of just bringing all the 
barter metals in here that you can get your fingers on, and close every 
mine in the United States ? 

Now, would you favor a program like that? Yes or no could be 
the answer. 

Mr. Cuameers. Mr. Hill, if you ask me to answer yes or no—and I 
am sure, knowing you, sir, you are not trying to put me in that 
position—— 
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Mr. Hux. I expect to put you on the spot, because that is the only 
thing you can do; you can say “yes” or “no.” 

Most of them are closed now. We have only a few operating in 
Colorado. 

Mr. Cuampers. Mr. Hill, I will answer in the same way that Mr. 
Lynn answered yesterday : 

I will answer “no” to your question; and, having said that, may I 
explain, expand on it just a little further? 

Mr. Hux. Let me ask you this: Then you can just cut the dog’s 
tail off a little at a time—— 

Mr. Cuampers. No, Mr. Hill. I know there is a great deal of 
concern, and proper concern, for the status of the mining industry 
of America. 

One of the significant things that is in the bill pending before us— 
and that was in the Senate bill before the barter provisions were 
stricken out in the Senate—there is new language, sir, which makes 
it possible for the domestic mining industry to participate in the 
barter program, which they could not do under the law before. 

Now that is No. 1. 

Secondly, sir, I do not think that the Department of Agriculture 
has taken a single ore or mineral which has not been discussed with 
the Department of the Interior and probably the Department of 
Commerce. The Department of the Interior certainly is looking out 
to the fullest extent possible for the domestic mining industry. 

And, specifically, I would like to refer to lead and zinc. 

The Office of Defense Mobilization, long ago, decided that we had 
more lead and zinc than we needed for the strict requirements of our 
national stockpile. But they also, apparently, recognized that we had 
to do something to try and keep the lead and zinc industries reason- 
ably healthy, so they continued their dollar acquisition program, 
which, as you know, has recently been terminated. 

But here is what the barter program did for the lead and zinc 
business, Mr. Hill. I recognize that there are two types of lead and 
zinc mining in this country: one, which you referred to yesterday, 
where they mine with bulldozers; and the other a more formal com- 
mon operation. But both have benefited from the barter program. 

When the barter program was in, and on a careful procurement 
basis, Agriculture was draining surpluses off the world markets and 
putting them into the supplemental stockpile, which cannot be 
touched except by joint resolution of the Congress. Through this 
they were supporting the world market prices of lead and zinc. And 
you had a 16 to 16% price on one, and a 13 to 1314 cents on the other. 

Immediately following the cessation of the barter program, Mr. 
Hill, the prices on lead and zinc went down to the deplorable level 
that they are now. 

Agriculture is trying through their present program, which is ex- 
tremely difficult to work—not because of the lead and zinc end of it 
or anything like that, but because of the commodity restrictions— 
Agriculture is still trying to help that price situation. 

So far, under their limited program, they cannot. 

Mr. Hix. Let me ask another hard question—and they are hard 
ones—and I hope your answer is as good as the one you just gave, 
which was not any answer at all. 
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It does not help the miner who is out of business. I am talking 
about the workmen. 

You do not help the fellow who owns the mine; he is out of busi- 
ness. 

Just list the minerals you have in mind, so we can hear what you 
suggest we barter for. I do not see how you can trade horses unless 
the other fellow has a horse you can use after you get him. 

Where I was raised, once in awhile we used to trade horses. Some 
came home with just a halter; and that is what you are proposing 
today, that you trade your horses. And when you finally wind up 
with the trade, the poor devil who had the horse in the beginning 
comes home with the halter, no rope, no horse. 

Now, tell me—and be realistic, and list them—what are you going 
to trade for? 

Mr. Cuampers. Let’s start first of all with high-grade manganese. 

Mr. Hitz, Let’s talk about tungsten. 

We have some tungsten mines in my district, and there is not one 
operating. 

Now would you trade anything for tungsten? Would you? 

Mr. Cuampers. Mr, Hill, if you ask what I would trade, that is one 
thing. And if you ask what our Government would trade it for, that 
is another question. 

Mr. Hitz. I am talking to you and not to the Government. You 
are the witness. The Government is not on the stand at all. Neither 
is the Departement of Agriculture. 

Mr. Cnamepers. Well, tungsten, so far, has not been, as far as I 
know—there have been no tungsten transactions under the barter 
program. 

You asked me what I think I should take. 

Mr. Hitt. I hope there is no tungsten barter. 

Mr. Cuampers. I would take high-grade manganese, which we 
have very little of in this country. 

Mr. Jennings has a little bit of high-grade manganese, which 
is being used now. 

Mr. Hiii. How do you know we have? What makes you state that? 

Mr. Grocerns. May I interrupt on the subject of manganese, since I 
am a member of the Manganese Industry Advisory Committee of the 
Minerals Mobilization Administration’ of the Department of the 
Interior, and I am supposed to know something about that one subject, 
at least; having supplied a couple of million tons to the United States 
Government stockpile since 1940. 

The question of what high-grade manganese is, may at times be 
a relative term. 

At the present time, we have some small deposits in this country, 
which cost a lot to mine and operate. We have low-grade deposits, 
and we are all hoping that one day we will find the process which 
will permit us to take these low- -grade deposits, particularly the ones 
in Maine and the ones in Arkansas, and the ones in New Mexico, and 
be able to beneficiate them and use them for metallurgical purposes. 

I daresay that the day atomic energy is available for those purposes, 
and our Government makes them available, our scientists tell us we 
could probably take all of these low grade deposits and use them. 

They are valuable reserves, and we are working—and I know Inte- 
rior is working—in trying to find better ways to use them. 
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But in the meantime, I think it is an act of caution and precaution 
to make sure we have an adequate stockpile on hand. That we have 
been doing since 1940. 

The Cuarrman. Off the record. 

( Discussion off the record.) 

Mr. Huu. That isa peculiar statement to me. 

And while we are making the search and trying to find out how to 
develop this low-grade ore, you go trading for enough of that so you 
would never have any reason to make any more exploration or mine 
any domestic ore. 

ow that is a funny attitude to take. 

Mr. Grocerns. Now I do not think that opinion—— 

Mr. Hux. That is what you said. 

Mr. Grocains. Would be technically supported. 

Mr. Hitz. That is exactly what you fers you would do. 

Mr. Grocers. Each year we will use more, each year we will need 
more. Our present stockpiles, so far as statistics are concerned—— 

Mr. Huu. How do you know there isn’t ore? That is the point I 
make. I do not go along with this idea we do not have plenty of ore 
here. 

Mr. Cuampers. Mr. Hill, may I say this, the exact amount of man- 
ganese in our stockpiles, of course, is classified to us. We do not 
know what it is. It is my understanding, in relation to our total 
requirements for manganese, it is a relatively small proportion. I 
am not talking just wartime requirements, I am talking for normal 
steel production. I have talked to, not only manganese people, but 
steel people, and to the producers of domestic manganese. For some 
5 years, one of my responsibilities of working for the Armed Services 
Committee for the Senate, was the stockpiling program. 

I agree with everything you say, but the facts of the matter are, 
Mr. Hill, that so far as is known in our country today, the Bureau 
of the Mines and the Department of the Interior and others feel that 
we do not have enough domestic high-grade manganese. 

The Cuarrman. May I interrupt? You do not have anything to 
do with making up the list of strategic materials, do you ? 

Mr. Cuampers. Of course not, Mr. Chairman. 

The Cuarmman. In other words, that is made up by Government 
officials ? 

Mr. Cuampers. That is correct. 

The Cuarrman. When you talk about what you barter for, you 
cannot barter for anything unless it is listed to strategic materials? 

Mr. Cuampers. That is correct. 

The Cuarrman. When we have an adequate supply of any mineral 
or any other commodity, I assume that the article is dropped from 
the list ? 

Mr. Cuamerrs. That is correct. As a matter of fact, Mr. Chair- 
man, from within the total list of 74 strategic and critical items, 
Agriculture has seldom had more than 20 or 21 for which they could 
barter. 

The Cuamman. I had yesterday a press release from the Depart- 
ment indicating the barter transaction had taken place in recent 
months, and in that release they indicated some of the commodities 
that they have bartered for, and platinum was one. 

Mr. Cuampers. Paladium, I believe, sir, was on the current list. 
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The Cuamman. I will get that press release. Mrs. Downey will 
bring it to me. 

Are you familiar with that? 

Mr. Cuampers. Generally, sir; yes. 

The Cuarrman. How about industrial diamonds? 

Mr. Cuampbers. Industrial diamonds are not on the list for barter 
at the present time ¢ 

The Cuatrman. They have been on the barter list ? 

Mr. Cuampers. They have been; yes, sir. 

The CuarrmMan. I assume you have an adequate supply of industrial 
diamonds, and they have been eliminated from the list ? 

Mr. Cuampbers. The industrial diamond people may argue that 
point, but that is a fact, Mr. Chairman. 

The CHatrman. I agree with Mr. Hill about tungsten. I have a 
tungsten mine in my district, one that held out longer, and is still 
operating, but operating at a terrific loss. There is great controversy 
as to whether or not we have an adequate supply of tungsten in our 
storage warehouses. 

Mr. Cuampers. Mr. Chairman, you were not here when I spoke very 
briefly to something which is in your bill that will be helpful to that 
situation. This bill provides that your processor of tungsten can use 
domestic ore for the barter program. Heretofore under the law they 
have not been permitted to do that. 

One of the purposes in making sure that your American processors 
of ores can participate in this program, and they have been excluded 
by Agriculture’s regulations, is to also expand it to permit the doies- 
tic processing of American ores, which will be helpful to the tungsten 
situation. 

The Cuatrman. I think the purpose of our inquiry here is not to 
determine what is and is not a strategic maven. The question is, 
are you aware of any interference with normal trade in commerce 
that these barter transactions have caused ? 

Mr. Cuampers. Mr. Chairman, I have discussed this, before you 
came back from the Rules Committee and have put into the record 
statistics which show clearly that since the barter program was started, 
every year the barter increased, cash sales from CCC stocks increased, 
and so did our gross national exports of surplus commodities. Then 
following the cessation of the program our gross national exports 
started dropping off, as did cash sales from CCC stocks. 

To answer your question specifically, “No”; I have found no such 
evidence. I think the evidence is to the contaary. 

The Cuarrman. I have been laboring under the belief that if the 
transactions have substantially interfered with normal trade in com- 
merce, the members of this committee should be advised. I was won- 
dering why the Secretary stopped bartering a year ago. 

Mr. McMirxan. Mr. Chairman, I wonder if the witness will express 
himself on this subject as to whether he feels that the Reciprocal Trade 
Act is not causing more irritation as to Mr. Hill’s problem than Public 
Law 480? 

Mr. Cuampers. Mr. Chairman, I happen to be a very strong be- 
liever and a strong supporter of the Reciprocal Trade Act, so per- 
haps I am a poor witness to answer that question. 

There are many ways and means that some of our domestic indus- 
trial problems have to be resolved, Mr. Congressman. There are 
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many bills pending before the Congress, not only to establish statutory 
quotas and tariffs which I oppose, but bills dealing with trade read- 
justment programs where either as a result of imports or normal] do- 
mestic competition, it is necessary for us to help industries diversify 
and go into different lines. I would hesitate to express an opinion as 
to whether the Reciprocal Trade Act or the actions of the Department 
of Agriculture have done more to hurt the barter program. I can 
see no effect of the Trade Act but know we have no barter program at 
the moment to discuss. Agriculture has taken care of that. 

The CHamMAN. Agriculture has submitted evidence and the press 
release that I have asked for shows that they have reactivated the 
program, that they are now bartering. 

Mr. Cuampers. I believe, if the chairman will check the series of 
press releases, which come out more or less periodically, you will find 
that the same language is used in each. I submit to you, sir, if you 
reactivate something, the reactivations stem from the fact that the 
program was suspended in April of last year, and on May 28 

The Cratrman. May 28. 

Mr. Cuampers. It was first suspended entirely. On May 28 they 
came out with a directive which said it was to reactivate the program. 
It has reactivated it, sir; it is reactivated on the following basis. I 
think their figures this time indicate something like $12 million in the 

veriod of time they were referring to. But during the past year, and 

y coincidence it has been almost a year since they came out with the 
May 28 directive, they have done approximately ‘$25 million worth of 
business as compared with some $360 million in the preceding 12 
months. That is how they have reactivated it. 

The Cuarrman. During that same time our dollar sales are down, 
too? 

Mr. Cuampbers. That is correct, sir. Dollar sales are down and our 
total exports from CCC stocks are down following the May 28 direc- 
tive. 

I have inserted that data in the record, sir. 

Mr. Anruso. Mr. Chambers, yesterday, or the day before, Mr. Ber- 
ger said something about feed grains, and he said that since the re- 
striction of May 1957 the export of feed grains in hard currency has 
increased. Is that a fact? 

Mr. Cuampers. Mr. Anfuso, I was present. I believe it was Mr. 
Paarlberg who was asked by the chairman to give a specific example 
of displacement of cash sales. There was some colloquy with Mr. 
Berger and then Mr. Paarlberg came back to say he would like to refer 
to their experience on feed grains into the dollar countries. That this 
was clear evidence that without barter they could sell their feed grains 
in substantial quantities. So I have made an analysis of certain of 
the Department of Agriculture’s figures, which I would be very happy 
to submit for the record and which I believe shows an entirely differ- 
ent picture. 

Now among the countries he referred to specifically on page 69 of 
the committee tanscript were Belgium and Netherlands. He quoted 
in terms of bushels of corn and other feed grains the quantities that 
have been exported—and my figures are in dollars. 

They are Agriculture’s own figures, and the raw data is in the hands 
of your clerk. They are from Agriculture. 
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In 1954 in Belgium, which was one of the countries referred to, the 
agricultural records show that without benefit of the barter they ex- 
ported 17.1 million. Nothing through barter and with the total of 
17.1 million for the year. 

In 1955, when barter came in, you had 20.6 million. Now if Mr. 
Paarlberg is correct that should have displaced their cash sales. But 
to the contrary, his sales through cash sales increased to $25 million 
in the same year. So that our gross export to Belgium of feed grains 
in that year was $45.6 million as compared to the $17 million of the 
preceeding year. 

In 1956 barter went to $24.9, cash sales dropped from $25 million 
to $24.3 million, and again your gross exports increased by 4 million 
so for 1956 you had $49.2 million. Remember, the cash sales are now 
$24 million as compared to $17 million when there was no barter. 

Then in 1957, barter began to drop off. Unfortunately, the figures 
we have are only for the first three quarters of 1957. But if you will 
add the figures of cash sales, of cash sales into Belgium during that 
period, you will find that you have about $10 million in cash sales in 
the first 3 quarters as compared to $24 million for the whole year 
proceeding, and as your barter sales are dropping off fast your gross 
exports are off considerably. 

I would like, sir, to submit this entire table for the record. But 
I will say that the experience in the Netherlands is even more striking. 

I fail to understand Mr. Paarlberg’s testimony the other day, be- 
cause the facts were available to him as they are available to all of us. 

Mr. Anruso. Will you submit that for the record ? 

Mr. Cuampers. May I, Mr. Chairman ? 

The CHAIRMAN. What is the chart? 

Mr. Cuampers. This is an analysis made of raw data showing for 
1954, 1955, and 1956 and for the first 3 quarters in 1957, raw data 
on exports which is in the hands of the clerk of this committee and in 
the hands of the Senate Committee on Agriculture. It was furnished 
by Agriculture in response to inquiries that were made of them by the 
Congress for additional information on the barter program. 

The Cuarrman. Without objection it may be submitted for the 
record. 

(The document referred to is as follows :) 
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Mr. Anruso. Referring to that same chart, will you please tell 
the members of this committee what has happened in those hard- 
eurrency countries, what has happened to wheat and cotton? 

Mr. Cuampers. Well, in all fairness, Mr. Anfuso, the cotton situ- 
ation to Japan portrays a different picture. I do not know whether 
there are other reasons for this, but in every other country, that is 
western European countries, the same pattern holds true, where barter 
sales have gone up and cash sales have gone up. 

Mr. Anruso. So that since this curtailment of the barter program 
by a single individual as of May 1957 we have had a decline in barter 
sales pertaining to cotton, and pertaining to feed grains, is that 
correct ? 

Mr. Cuampers. That is what these records show and these are 
Department of Agriculture records. 

Mr. ANrFuso. el at the same time the cash sales have also de- 
clined ? 

Mr. Cuampers. That is correct. 

Mr. Anruso. Now let me ask you this, there was some talk here 
yesterday about military housing, how Mr. Berger preferred to build 
the houses with cash instead of building them with these surplus mate- 
rials. Will you please explain that to the committee ? 

Mr. Crampers. Well, Mr. Anfuso, this was not a transaction which 
our company was involved in, but I do have general knowledge of it. 

The Department of Defense received a directive in their appropri- 
ation act to put some $200 million through the Public Law 480 pro- 
gram. If they had not put this through the barter program this 
housing would have been constructed for cash. 

I do know this of my own knowledge, but it was reported that it 
was approximately a $50 million barter transaction. The Depart- 
ment of Defense put out a press release on this about 6 weeks after 
the deal was consummated. 

In that press release, as I recall, they were very proud of the entire 
transaction. ‘They said that through no longer having to pay quar- 
ters allowances, they could amortize the cost of the construction over 
a 12-year period, and that if the buildings should be occupied for as 
long as the contract period, which was a 20-year period, that they 
would save some $30 million. 

Now I would like to point out one other thing in connection with 
that. That is the Department of Defense savings. 

Mr. Anrvso. Tell us about the Department of Agriculture savings? 

Mr. Cuampers. I was going to mention that $50 million worth of 
cotton costs approximately 10 percent of its value in annual storage. 
For on that cotton then, when it was disposed of, and it was handled 
almost immediately following the completion of the transaction, agri- 
culture started saving approximately $5 million a year in storage. 

So within 10 years the saving in storage alone on that particular 
transaction would have paid for the housing. 

That is all I know about the transaction, sir. That is the French 
housing transaction that was being discussed. I believe Mr. Simpson 
asked some questions about that of Mr. Berger. 

Mr. Anruso. Mr. Berger testified to that. 

The Cratrman. Military housing in France that is now on the 
way ? 

Mr. Cuampers. Yes, sir. 
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The Cuarmman. Was the cotton already delivered pursuant to that 
agreement ¢ 

Mr. Cuameers. It is my understanding it was delivered almost im- 
mediately, although this is not one of our transactions, and I do not 
know. But I do know this, Mr. Cooley, Mr. Berger testified he asked 
for authority not to make any more deals of this kind, and all I point 
out is the Department of Defense thought it was a fine deal, and it 
would appear to be good for Agriculture. 

Mr. Anruso. Mr. Chambers, Mr. Berger made much to do about 
pre the assets of the Commodity Credit Corporation. He said 

e did not want to take in all of these strategic materials and have 
them stored in this country. 

Now, as a matter of fact, did not the Congress of the United States 
take that duty or responsibility away from him by the passage of 
section 206 (a) of Public Law 540 in 1956? 

Mr. Campers. Yes, sir. When Public Law 480 was initially en- 
acted it was apparently the intent of Congress that the Commodity 
Credit Corporation take certain of these materials for their own 
account to carry them in their own inventory as assets of the Cor- 
poration. 

However, this was viewed by many people, not those in our line 
of business, but in industry, as materials he over the market. 
Therefore, the administration came to the Congress in 1956, if my 
memory serves me correctly, and you enacted Public Law 540. 

In section 206 (a), you directed the Commodity Credit Corporation 
that materials acquired as a result of barter—I am skipping just a little 
bit—unless acquired for the national stockpile established purusant to 
the Strategic and Critical Stockpiling Act, and for other purposes, 
shall be transferred to the supplemental stockpile. When it goes into 
the supplemental stockpile, it is taken out of the market and frozen 
in the stockpile. The minute that transfer is made, Mr. Congressman, 
you have no longer a protection of assets problem. You are merely 
using the acquisition of the materials as a means of disposing of your 
surpluses and Congress annually reimburses the CCC for the value of 
the transferred materials. The protection of assets is what Mr. Berger 
has relied on to support the requirement of additionality through which 
they have limited the countries of the free world into which we can 
sell the commodities. Not only according to my interpretation of 
this law, but to the Senate Agriculture Committee this restriction was 
not based on law. 

Mr. Anruso. Thank you. 

Now, Mr. Chambers, I have many more questions that I could ask 
you, but we have many important witnesses here. But you are quite 
a student of the law, as I understand it, and you certainly know this 
program. I would like to get you into the law field for just one ques- 
tion. 

We have here in Public Law 480 the report of the Congress, and we 
reenacted the law in 1956 where we directed the Department to move 
these agricultural surpluses and to take strategic materials and to 
give barter a priority. You know that is in the report? 

Mr. Cuamebers. That is in the ry ye sir. 

Mr. Anruso. No. 2, you heard Mr. Berger testify here the day be- 
fore yesterday, and you heard him say that in spite of all the experts 
who may disagree with him he still maintained his view and nothing 
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in the world is going to change it. And you have the experience where 
since this directive of May 1957—barter transactions, which once 
reached almost $1 billion have been reduced to a trickle of less than 
$25 million. Now I ask you, in all earnestness, in view of that back- 
ground, in view of that experience, do you think that we can get away 
here with a simple law which will not provide some kind of a directive 
for bartering ? 

Mr. Cuampers. Based on the record, sir, and notwithstanding my 
good friend Jack Lynn’s testimony to the contrary, I think it is clear 
that without a specific directive from the Congress that Agriculture 
will not proceed with a barter program of any size. 

And I might add, on the law, and I will make this very brief because 
it is included in my statement, we are considering, among other bills, 
H. R. 10487, which is the chairman’s bill on this subject. I think the 
intent of that bill, as I read it, is to accomplish three objectives. One 
is to establish an overall ceiling on the size of the barter program, but 
within that ceiling to direct the Secretary of Agriculture to carry on 
a meaningful program and to make it clear that your domestic proc- 
essors and your domestic mining industry, Mr. Hill, can be permitted to 
participate in the program. These are its objectives. 

I do not believe the bill in its present form, Mr. Chairman, carries 
out those objectives, and I do suggest certain amendments. 

Would you care for me to mention them here? They are in my 
statement, and perhaps 1 could work with your staff or someone in 
trving to get it into proper form. 

The Cuarrman. What are you talking about, with reference to a 
mandatory barter provision ? 

Mr. Anruso. Not exactly. 

Mr. Cuampers. Not exactly, sir. The language that I would sug- 
gest be used in H. R. 10487 is designed to remove the legal base on 
which agriculture was basing its additionality requirement. I have 
been informed, not only by other people who have studied the legisla- 
tion, but by people in agriculture, that the changes in H. R. 10487 do 
not take away this alleged legal base because they were relying on the 
protection of assets language to support their position. 

Now what I am proposing is this, that to the maximum extent prac- 
ticable, within the limits established by this act, which is $500 million— 
and to me that is not mandatory language, because there is a great deal 
of flexibility there—that the Secretary of Agriculture be required 
to barter. 

Another thing, your bill reads simply: “For materials.” That 
bothers me just a little bit. 

The Cuarrman. Why ? 

Mr. Cuambers. I think it is too broad, and I know in the debate 
in the Senate everyone jumped on it as being too broad. I would like 
to suggest, Mr. Chairman, most respectfully, that you might want to 
limit materials to strategic materials or other materials for which the 
United States does not produce its domestic requirements. 

Mr. Anruso. Isn’t that exactly what this Government wants? In 
other words, you want to protect, not only the Commodity Credit 
Corporation, but you also want to protect the Government, by not 
bringing in a lot of things in here which are not strategic. 

Mr. Cuampbers. That is correct. 
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Mr. Anruso. And that you think would meet with more favor gen- 
erally in the Congress, is that it, sir ? 

Mr. Cuamsers. That is what I am proposing; yes, sir. 

The Cuarman. I understand your suggestions, and I appreciate 
your giving us the benefit of them, but I do not see how you can operate 
effectively a mandatory barter. You deprive your Gooneturt of all 
bargaining power if you direct them to barter. Under the law now he 
has the discretion to barter, and he has been bartering for all strategic 
material. We think that he should go in and do more of it. 

Mr. Cuampers. Mr. Chairman, I believe you have more flexibilit 
than youknow. Inthe existing law, which you are not changing, he 1s 
directed to barter only for materials which entail less loss through 
deterioration, or substantially less storage charges. First of all you 
have given him 

The Cuarrman. That is all right, we are giving him authority to 
dothat. We are not forcing him to do it. 

Mr. Cuameers. All right, sir. Second, in the language that I am 
suggesting, you are not telling him that he must barter $5 million 
a year, you are saying to the maximum extent practicable. You are 
setting a goal. According to these figures here, Agriculture’s figures 
indicate that for the calendar year 1956, through barter they did $349 
million worth. If you will put a ceiling of $500 million and tell 
them, as near as practicable to approach that, I do not interpret that 
to be a complete directive. 

The CuarrMan. You do not interpret it to be a directive? 

Mr. Cuampers. No, sir; you have told him to barter 

Tine CuarrmMan. What was the language in the Senate controversy ¢ 

Mr. CuaAmepers. To the maximum extent practicable the Secretary 
is directed, to the maximum extent Seastitohi within the limit per- 
mitted by this section, to barter or exchange agricultural commodities 
owned by the Commodity Credit Corporation. 

Now I have suggested a further limitation over the Senate lan- 
guage, and that is to go to the language: Strategic materials or other 
materials, 

The CHarrman. How many strategic materials now appear on the 
list ; do you know ? 

Mr. Cuampers. Sir, the list of strategic materials is a great deal 
more broad than the list of strategic and critical materials which they 
have been using. And they have never used the complete list of 
strategic and critical materials. 

On an average they have had some 21 items from the list. And 
those are the ones which we did not go into further with Mr. Hill on, 
such as bauxite and industrial diamonds and things of that type. 

The CHarrMan. Now let us take one illustration of your sugges- 
tion. You may store tungsten cheaper than you can store cotton, of 
course. 

Mr. Cuampbers. I would much rather store ferrotungsten than I 
would tungsten, sir. 

The Cuarrman. You do not want the man to barter for tungsten. 

Mr. Cuampbers. Ferrotungsten from domestic sources. 

The Cuatrman. I am not talking about domestic sources, I am 
talking about foreign imports. You mean to exchange his cotton for 
something else that is less bulky ? 
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Mr. Cuampers. That is right, sir. You see, there is no question 
about this being legal, Agriculture did it for 214 years. And you 
will have people testifying on this from the ferroalloy industry later. 

But prior to Agriculture itself stopping the program, you could 
take foreign ores and process them into metals and stockpile them. 
Everyone thinks this is good, including the Government. 

But they stopped that, and at no time could you process domestic 

ores. 
Now when they were processing foreign ores, they did not bring in 
a particular load of ore to process, they took it out of inventory, so 
there was a requirement in the barter contract to replace foreign ores 
that were used. 

We believe you can now extend this to permitting them to use do- 
mestic ores. Then simply keep the requirement in that they bring in 
an equivalent tonnage of foreign ores, which they will be bringing in 
anyway. The ferroalloy people will be bringing in for their normal 
inventories anyway. 

Mr. Anruso. That would help the miners of the domestic ores? 

Mr. Cuampers. Absolutely. 

Mr. Hoeven. Mr. Chambers, do I understand that you are not in 
favor of a mandatory barter program, but are in favor of a flexible 
barter program ? 

Mr. Cuampers. I am in favor of a sufficient mandate to insure agri- 
culture approaching the goal which is set as a limit in the legislation. 

Mr. Hoeven. Well now, is that mandatory or is it flexible? 

Mr. Cuampers. It is mandatory to the extent that the Congress is 
telling them “Just discharge the law.” In other words, to barter. 

Mr. Horven. The chairman has indicated that the mandatory pro- 
gram is not practicable or feasible or workable. 

Mr. Cuampers. Well, Mr. Hoeven, I am certainly not going to be 
presumptuous enough to take issue with the chairman, or any member 
of this committee, but I would like to state that Congress did pass a 
law in which it says that there will be a barter program and it shall 
be a priority disposal method. 

Mr. Hoeven. Yes; with certain qualifications in connection 

Mr. Cuampers. Yes, sir. May I finish? 

Mr. Horven. Yes. 

Mr. Cuampers. Under that law, and with no change in the law, 
agriculture carried out a substantial program, and then they cut it off. 
It would seem to me that the Congress must judge, either reaffirm its 
decision that the barter program is a good program for our country, 
or should acquiesce with Agriculture and literally cut it out. 

Mr. Hoeven. No one is saying the barter program is not desirable. 
Thave felt it was a worthwhile program. 

The Department of Agriculture says it has discretionary authority 
to barter and that it is opposed to a mandatory program because it 
would displace dollar sales. It seems to me that it is up to the in- 
dustry to carry the burden of proof to show that the barter program 
will not displace dollar sales. 

Mr. Cuampers. Mr. Hoeven, I have previously submitted for the 
record Agriculture’s figures based on their own experience. I wish to 
repeat that as the barter program went up their cash sales went up, 
and as the barter program was cut off the cash sales came down. 
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As the barter program went up, our gross exports went up, and as 
the barter was taken out our gross exports came down. 

We believe, through their own figures, we have been able to establish 
certain competent evidence as to our position. But I would submit, 
sir, that since Congress directed them to carry out a barter program 
and apparently they are cutting it out, that perhaps they should be 
required to prove their case to you. So far, sir, in testimony as recent 
as Monday of this week, Mr. Berger again said this was their opinion. 
When pressed for specific cases, the only case they gave was their 
feed grains into Western Europe, which we discussed here before, 
where it shows clearly that until they started the barter program their 
cash sales into those same countries were quite low. When they got 
the barter program in, in one case cash sales doubled, and so did their 
gross exports. In all cases, the gross exports doubled or tripled. 

Mr. Horven. Well now, in the last analysis you do not want the com- 
mittee to write a mandatory barter provision into the act? 

Mr. Cuampers. I am sorry, sir, if my remarks have been so inter- 
preted, I mean categorically otherwise-—— 

Mr. Horven. Well, if it is not mandatory then it must be discre- 
tionary ? 

Mr. Cuampers. Mr. Congressman, if my remarks have been con- 
strued to mean that I should suggest that we should not place a manda- 
tory requirement on the Secretary, I have been misinterpreted, I be- 
lieve it should be mandatory with qualifications and 

Mr. Horven. Well, the minute you say “with qualifications,” that 
means discretionary, does it not? 

Mr. Cuampers. That is right. The discretionary authority that 
he has now is tied in with what he calls the protection of assets pro- 
gam and the Congress has already removed that argument, although 

e is still relying on it. 

I believe that you will have to determine, if you want to—and, gen- 
tlemen, this is your decision, the decision of the Congress, we can 
only present our opinions—— 

Mr. Horven. The point I am trying to make is that we must either 
say that barter is to be mandatory or it must be left to the Secretary’s 
discretion. And if I understand you, you believe that it must not be 
mandatory so of necessity it must be discretionary ? 

Mr. Cuampers. Mr. Hoeven, I am sure that you are more familiar 
than I with the fact that the Congress repeatedly enacts legislation 
which is meant to be mandatory, but you almost always give them an 
out because you say in the act, “It must be in accordance with regula- 
tions,” or in some degree you put in flexibility. 

Now, if you say that it must be mandatory and then give them a 
little leeway, to me it still is sufficiently mandatory to require them 
to barter at somewhere near the 500,000 figure. 

Mr. Anrvuso. What I believe you are trying to say—if you will 
yield. 

Mr. Hoeven. Yes. 

Mr. Anruso. What you are trying to say, I believe, sir, and I think 
you have said it very well, is that you either believe or do not believe 
in the principle of bartering, is that right ? 

Mr. Cuampers. Yes. That is correct. 

Mr. Anruso. You either believe that or you don’t believe that. 
Mr. Cuampers. That is correct. 
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Mr. Anruso. So then, if we believe in the principle of bartering 
and we have a record that prior to May 1957 we had barter and we 
did barter successfully as far as the United States and American 

agriculture was concerned ; if we have that history and the knowledge 
that after May 1957 bartering was practically crippled, giving dis- 
cretion to the Secretary to barter without a directive now will avail 
us nothing. 

Now, what you want to do and I think everybody in this room 
wants to do is to put in the principle of bartering as a mandatory 
provision but the language—you don’t care what language is used. 

Mr. Cuampers. That is correct. 

Mr. Anrvso. But you want to insert into the law the principle of 
bartering, is that it ? 

Mr. Cuampers. That is correct. 

Mr. Anruso. And then we can work out the language. 

Mr. Hagen. Mr. Chairman. 

The CuHatrman. Yes. 

Mr. Hagen. I would like to cover a subject which was touched on 
but I do not think was fully developed. 

I understand that on May 28, 1957, the Department adopted certain 
regulations and one of them was that the dealer should pay interest 
on the money value of the grain delivered, is that correct ? 

Mr. Cuampers. That is correct. 

Mr. Hagen. Isthat provision objectionable ? 

Mr. Cuampers. Mr. Hagen, it is not objectionable and we have not 
asked in any of the revisions of the law that requirement be taken 
away. In all candidness, before that requirement was placed into the 
regulation it was easier to work barter transactions because it gives 
more leeway in order to buy the material and to make the necessary 
arrangements. 

We, however, since that change—and bear in mind we did not ask 
for or oppose that change, since it was changed by the Agriculture 
Department, we have been able to live with it. The only thing we 
have not been able to live with is this requirement of no sales into 
certain specified areas of the world. 

Mr. Hagen. That brings up a second question. Is it not true they 
have proscribed certain countries completely ? 

Mr. Cuampers. Yes, Mr. Hagen, they have virtually eliminated 
some. 

Mr. Hacen. They say, frankly, “You can sell”—or rather they say, 
“You can barter but you need certificates of additionality.’ 

Mr. Cuampers. That is right, they say that if we will furnish a 
certificate of additionality which will prove that these sales are over 
and beyond the normal cash sales or the normal market for that coun- 
try, then we could barter there. 

That requirement was established on May 28, Mr. Chairman. To 
date the Department of Agriculture has approved no certificates of 
additionality into these countries. 

Mr. Hagen. So that other requirement of the interest to be paid is 
not too important, relatively speaking, but this is the requirement that 
really causes the trouble ? 

Mr. Cuampers. Yes, this requirement of what they call addition- 
ality, but I would like to say it in another way, that it is the restric- 
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tion on the countries of the free world into which we can sell com- 
modities has stopped the program. 

Mr. Hagen. Well, there remain some countries where you can sell 
by barter where you do not have to have certificates. 

. Coampers. That is correct. We have been able to sell to those 
countries, but it is only a handful as compared with what we could 
do without the limitations. 

Mr. Hacen. Were there any other restrictions established May 28? 

Mr. Cuampers. Definitely, there are several that are unnecessarily 
harassing. By section 6 of that May 28 directive, they excluded do- 
mestic processors of foreign ores from participating in the program. 
I think that this is one of the greatest mistakes that has been made, 
although even if that section were removed you would still have to 
lick the problem of additionality because nothing means anything 
until that is overcome. 

Mr. Hacen. Any other restrictions ? 

Mr. Cuampers. Well, that would require more detailed analysis. 
There are some in there, yes, but basically the proposed bill that Mr. 
Cooley has will solve these if we could change it slightly and make 
it a little more mandatory. 

Mr. Hacen. Another question. We have received expressions of 
opinion from the Department as to why they look with disfavor upon 
the question of the barter program. What do you really think moves 
them in opposing this barter program ? 

Mr. Cuampers. It is a loaded question, Mr. Chairman, but I will 
not ask for protection. 

I believe that the barter program we are discussing is one which 
is, has normally been, approached by the Congress as a method for 
disposal of commodities and has been kept on a bipartisan basis. 

I noticed one witness yesterday indicated that he felt underlying 
some of these problems was the possibility that the Secretary of 
Agriculture did not want to trade off surplus because of the price- 
support aspect of it—I don’t want to associate myself one way or 
another with that particular argument. I believe that this problem 
should be approached on its merits, although it would not be unusual 
if there were political considerations in some decisions. 

Mr. Hacen. In other words, you are not stating that there is any 
private motive other than the public motive expressed here? 

Mr. Cuameers. That is correct, and of course, as you know, Mr. 
Congressman, they have not substantiated their stated public posi- 
tion. 4 

Mr. Hacen. One more question. Do you think the attitude of the 
Department is dictated by an understanding that there are some 
legal compulsions? 

Mr. Cuamepers. Mr. Chairman, I believe that the Department has 
seized upon the legal arguments to justify policy decisions that they 
have already made. 

We have had many questions that have come in—we know that 
there is this question of Canada and we know that there are many 
other questions that come in. I believe that the legal justifications 
have been developed to support their policy positions rather than 
requiring the policy changes. I would like to remove those legal 
justifications so that they can no longer be used. 
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I have already stated that I believe that Public Law 540 removes 
the question of protecting assets from their ken and that being true 
I don’t see how they can rely on that as a basis for legal argument. 

Mr. Hagen. Thank you. 

Mr. Apernetuy. Mr. Chairman. 

The Cuatrman. Mr. Abernethy. 

Mr. Anernetuy. Mr. Chambers, you used some language a moment 
ago which would direct the Secretary, as I understood you to say, to 
the maximum extent practicable. 

Mr. Cuampers. To the maximum extent practicable, yes sir. 

Mr. AnernetHy. What does that mean? 

Mr. Cuampers. Well, to my own thinking you are saying to the 
Secretary, “We say you shall barter to the maximum extent practi- 
cable within the limitations established by this section.” Now, that 
is $500 million and you are saying that this is their goal and they 
shall “do the best that they can to reach it.” Then in the light of this 
new congressional history it is my point of view that if it is adopted 
the Secretary would make an honest effort to do just that. 

Mr. Asernetuy. Well, suppose he says that they replace dollar 
sales and he said that is the maximum extent practicable, can you take 
issue with him, could you effectively change that ? 

Mr. Cuampers. If he does in the light of this congressional history 
I am certain you could expect some fairly interested people to come 
back and say, “This is his interpretation but it is now a matter for 
Congress to handle.” 

r. ABERNETHY. Well, if Congress has already made the decision 
and given him a formula to go by, the maximum extent practicable 
and if he said, “Well, that is just what I have done”—what could be 
done about it ? 

Mr. Cuampers. Well, Mr. Abernethy, I believe it would not be 
unusual for the Congress to question the administration of certain 
laws that it has enacted. On the other hand, if the time ever comes 
when a Cabinet officer decides that he is not going to carry out the 
law, I frankly do not know where we stand under our constitutional 
form of government, but that is exactly the issue we are going to have. 

Mr. ABERNETHY. Suppose he takes the position that it replaces dol- 
lar sales and, therefore, it is not practicable. 

What about that ? 

Mr. Cuameers. I would think, again—and here is where I would 
respectfully disagree with Mr. Hoeven—that the burden of proof 
should be on him. 

Mr. Apernetuy. The reason I am asking you these questions—the 
thing that disturbs me about this matter is that I have never yet seen 
any Seana that would effectively require the Department to carry 
out a barter program; and, in view of its present attitude, I have not 
seen language that I think would effectively do that job. 

Mr. Cuampers. Well, I have to concede, sir, that I do not believe 
we can ever write language into law by which we can assure that 
it is going to be carried out the way Congress intended it to be. 

In fact, I know of many instances where we have been workin 
diligently on new laws and I have one particular case in nin ae 
at the same time the lawyers downtown were trying to figure out how 
they were not going to follow it. But this is a matter that goes far 
beyond the issues here. 
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I think that the Congress should speak. Then if after Congress 
considers this barter program and decides it is to be reestablished, that 
the Secretary will discharge his obligations. If he does not, we will 
have to try something else. 

Mr. Asernetoy. Would you agree that it would be advisable— 
and I am not assuming this is the case—but, say, to distinguish be- 
tween cash sales and barter ? 

Mr. Cuampers. Well, frankly, Congressman, I do not see any dif- 
ference between these sales and dollar sales. 

CCC is selling for cash exactly the same as we sell our other com- 
modities, sir, in the foreign countries. They are being sold for cash. 

The important thing is that we are apparently selling American 
commodities and apparently more of them through the impetus of 
the barter program. 

The Cuamman. Thank you very much. 

Have you finished your statement ? 

Mr. Cuampers. Yes, sir; I have taken much too much time, but I 
submit it was not completely voluntary. 

The Cuatrman. We understand. 

Thank you for your statement. 

Our next witness is Mr. Crofton of the Crofton Grain Co. 

Can you give us a rough estimate of the time you will consume, Mr. 
Crofton? We will have to be adjourning soon. There are other 
witnesses. 


STATEMENT OF CHARLES B. CROFTON, CROFTON GRAIN CO. 


Mr. Crorron. I will take as little as possible. 

I will just run through my statement. 

Mr. Anruso. Mr. Chairman, may I have permission to say, con- 
cerning Mr. Crofton, that he is a man who has had more than 40 
years’ experience in the grain business, and his statement should be 
very enlightening to us. I might also say that he can be brief and 
right to the point. 

Mr. Crortron. Thank you, Congressman Anfuso. 

Mr. Chairman, here today all I want to do is to make a statement 
which I believe is commonsense, and I hope that you gentlemen agree 
with me. 

I wish to express my sincere thanks to you for inviting me to appear 
before your committee. 

I have spent my entire career, 45 years, in the grain business, 22 years 
of which were devoted to the grain export business. I served six terms 
as president of the New York Produce Exchange, which is the largest 
grain export exchange in the world. 

I well recall that in the early 1920’s, we shipped wheat from Phila- 
delphia to Antwerp, Belgium, and had to bring it back to the United 
States, as it was unsalable—not on account of the quality but because 
of lack of demand. 

I also recall early in 1932, our Government was trying to sell wheat 
f. o. b. Atlantic ports, and offering it to every country in Europe at 
42 cents per bushel. 

At the same time, Pacific coast wheat was offered at 38 cents per 


bushel. 
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I also wish to point out to you, merely to show you how interest and 
storage charges can accumulate by holding onto grain too long: 

During the days of the Grain Stabilization ‘Corpor ation, in 1933 
and 1934, I tried to buy the last lot of wheat which was owned by the 
Government, and made a firm bid; that is, made an offer to buy this 
wheat, to Mr.M ilner, who was then head of the GSC. 

He said that he would have to have 1 cent per bushel more for the 
wheat; since, if he sold it at our price, it would show on the books of 
the Government organization that they obtained nothing for this 
wheat which had cost them $1.25 per bushel. So, if I could pay them 
1 cent per bushel more, it would at least show that they got a half-cent 
per bushel for the wheat after storage and transportation. 

I also wish to point out to you that a few years ago the United 
States was not considered as grain exporters in the world market; 
but, since we have accumulated these surpluses, we have been one of 
the larger exporters of grain, brought about through the Inter- 
national Wheat Agreement subsidies, et cetera. 

When I recall these different situations, it is amazing to me that I 
must appear before you gentlemen today—and that you are required 
to spend your valuable time—due to the fact that someone in the De- 
partment of Agriculture conceived the idea that our sales through 
barter transactions were displacing dollar sales; which, of course, is 
not correct, as evidenced by the Humphrey report, showing by sta- 
tistical tables prepared by the be aiabida of Agriculture, that barter 
did not displace dollar sales. 

Instead of being very pleased that we were able to dispose of $978 
million worth of agricultural commodities through barter trans- 
actions, the Department decided to place every obstacle in the way 
that they could think of, in order to disrupt this program. 

Now, gentlemen, shortly you will hear from the largest grain ex- 
porters in the world; and I believe that they, also, will express their 
approval of the barter program in connection with disposing of 
agricultural surpluses. 

“T have made many visits to Washington over the past years to 
attend committee meetings in the Departme nt of Agric ulture, and on 
these various visits, I continually expressed my opinion that we 
should dispose of our surpluses as fast as possible, and not wait for 
the Argentine, Canada, or Australia, and other countries to mere be 
with us when their export surpluses were available. But whether 
was due to lack of experience in the handling of export grain ruake 
out the world, or whether some of these people were not familiar with 
what we call trading, I do not know. 

Let me give you an example of what happened within the last few 
years : 

Two and a half years ago, we had a firm bid from India for 200,000 
tons of American wheat, payment in dollars. This bid was slightly 
under the price the CCC was asking. I mentioned at the time that if 
they didn’t accept this bid, it would be only a matter of months before 
they would be giving it away, or accepting payment in rupees. But 
certain individuals—and, incidentally, one of these individuals was 
the man that put in all of these objections into barter—could not see 
their way clear to accept the bid; and it was just several months later 
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that the wheat was given to India, thereby, of course, turning down 
the opportunity of collecting close to $15 million—I repeat, dollars. 

I was more than pleased when the barter program was expanded in 
1954, because I realized this program would help to move our agri- 
cultural surpluses, saving the Government millions upon millions of 
dollars in storage charges, to say nothing of the losses in deteriora- 
tion on grain, in addition to stockpiling metals required by the Gov- 
ernment, and which stockpiling seemed to be a godsend only a short 
time ago when the Middle East situation did not look too good. I 
recall an article in the newspaper which said: “Thank God we have 
this stockpile this time.” 

Another reason given by the Department of Agriculture for put- 
ting restrictions on barter was that we were offending Canada by 
using barter to undersell them in the world’s market, but I would like 
to point out to you that since the barter program has been restricted, 
our exports, up to the end of April, have decreased from 411 million 
bushels to 299 million bushels of wheat; or roughly, 30 percent ; where- 
as Canadian sales of wheat alone have increased 750,000 tons—which 
sales include sales to Red China; and within the last few weeks, large 
sales to East Germany, as well as over 200,000 tons of wheat to Russia, 
which go from Vancouver to Vladivostok, probably. 

It certainly is not our fault if the Canadian Government decided 
to wait for either a crop failure in their country or somewhere else in 
the world, which would mean that they could obtain higher prices, 
and then objected to our disposing of our agricultural commodities. 

It has been stated by the Department that barter sales tend to lower 
se This, to me, is unbelievable, since I am at a loss to understand 

ow a large demand for any commodity will tend to lower prices. 

On the contrary, it will tend to allow the seller to obtain higher 
prices, and allow the CCC to reduce their inventories. 

I firmly believe that had the Department not put on these restric- 
tions, we would have— 

1. Reduced CCC’s inventory of agricultural commodities; 

2. We would possibly have found new outlets for our agricul- 
tural surpluses sales ; 

3. Increased existing ones ; 

4. We definitely would have reduced storage costs ; 

5. We would also have reduced deterioration losses; and 

6. Of course, by doing this, we would have helped our farmers 
to a greater extent. 

Now, in conclusion, let me mention another obstacle which was 
placed in the way of the barter program—and, while I am not in the 
metal business, I happen to be familiar with the thinking of the CCC 
in connection with these restrictions. 

Suddenly it was decided that processing foreign ores in this coun- 
try was too expensive, as compared to processing in foreign countries; 
and where originally under the program you could process 100 per- 
cent in this country, this was changed so that you could only process 
50 percent in this country and 50 percent in a foreign country. 

inally, you were not allowed to process in this country at all, and 
had to process 100 percent in foreign countries. 

So here we have a situation where we are paying foreign labor and, 
at the same time, depriving labor in our own country from making a 





EXTEND PUBLIC LAW 480 131 
eins by processing ore which is going into our own Government’s 
hands. 

tam an example, antimony is required by our Government for stock- 

iling. 
4 One of our largest metal firms mines this ore in Mexico, processes it 
in Laredo, Tex., and delivers it to the Government. But under the 
present restrictions, I believe their mines in Mexico are closed, and the 
people in the processing plant in Laredo, Tex., are today unemployed, 
and the same has happened in the Pittsburgh area and other places in 
the country. 

I believe you gentlemen will agree with me that we are doing every- 
thing possible to the extent of billions of dollars in foreign aid, to help 
our friends abroad; but it doesn’t seem fair to me to have employment 
abroad and unemployment in our own country, when it can be avoided. 

If there are any questions you gentlemen may care to ask me in con- 
nection with the handling of grains for export, I will be very pleased 
to try to answer. 

Thank you, Mr. Chairman. 

The CHamman. Thank you very much for your statement, Mr. 
Crofton. 

Mr. Crorron. There is one more thing I would like to say—do you 
have any questions ? 

The Cuarrman. I believe we have. 

Mr. Anfuso has, I understand. 

Mr. Anruso. Yes. 

Thank you, Mr. Chairman. 

Mr. Crofton, I notice that you are considered one of America’s 
greatest experts in the grain field. 

Mr. Crorron. Thank you. 

Mr. Anruso. And you are very much familiar with the distribut- 
ing business over the years, are you not? 

Mr. Crorron. Yes, sir. 

Mr. Anruso. And you know now that there has been some talk here 
about the discount given to grain merchants. 

Would you mind explaining that to the committee ? 

Mr. Crorron. I would indeed. I would be very happy. And I will 
give you an example, and it will not take long. 

In this French housing deal, a $50 million deal, which, of course, I 
thought was wonderful for this country, the Bunge Corp. made the 
deal, and it put them in a position where they had to dispose of $50 
million worth of agricultural commodities. 

It happened that I happened to contact Bunge, and I arranged to 
dispose of those agricultural commodities to cotton people at 1 to 1144 
percent discount, and the cotton people took the commitment of export- 
ing this cotton, which helped to do a good business in cotton—and 
everything that goes with it. 

When these restrictions were put on, this discount of 1 percent was 
dropped, and it is 10 percent and in some cases 12 percent. 

Why? 

Because no grain exporter will take the commitment of exporting an 
agricultural commodity on a restricted list which practically contains 
the names of countries that are not importers of grain at all, and that 
list was made up definitely to restrict the movement of the commodity. 
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So that is the reason when somebody wants to bring in a metal, he 
goes to the grain exporter and he says: 

“Well, now, you take this commitment, and I will give you 10 
percent.” 

That 10 percent comes out of the foreign metal price but Mr. Berger 
mentioned the other day about this cable from Germany, which was 
ridiculous, because the duty on the commodity is 10 percent in Ger- 
many if it stays there, but if it is processed and kept in bond, then 
there is no duty; and that would not be 10 percent except that Mr. 
Berger made it 10 percent, and now he is making an issue of that. 

If this list had not been restrictive, we would be going along with 
three-quarters or 1 percent discount, which enables the people with 
the 1 percent discount to undersell their competitors abroad. It 
helped to get rid of the commodities. 

The Cuarrman. What was it you said about Mr. Berger creating 
this? 

Mr. Crorron. Yes, he isthe man responsible for it. 

The CuarrMan. Why? 

Mr. Crorron. Because if he had not put these restrictions on, we 
would still be doing business at 1 percent, and I just gave you an 
example of where we get rid of about $45 million in about a week at 
three-quarters percent. 

Senator Aiken on the floor of the Senate inferred that business is 
being done in dollar-paying countries at 4 to 10 percent; but nobody in 
the grain business can say where you are replacing dollar sales that 
it is impossible; these international grain exporters sell in a foreign 
country, and they accept foreign currencies, and they make all kinds 
of deals in order to facilitate business; and, in doing that, by having 
barter and having that advantage, they then can sell cheaper than 
other foreign countries. 

The Cuarrman. Who benefited by that? 

Mr. Crorron. Nobody. It benefited nobody. 

The Cuarrman. Somebody must have been benefited. 

Mr. Crorron. The degree of the 10 percent 

Mr. Chairman, it is on account of the metal seller abroad. He has 
got to reduce his price to bring it in here 10 percent, so somebody will 
take over the liability of assuming the exporting of the grains or the 
cotton; but with this restricted list, you cannot export it. 

The CuarrMan. I must say that I am not sure that I can follow a 
statement of the kind that you are making. 

Mr. Crorron. Let me say this, Mr. Chairman: 

Before the restrictions went on, you could get a grain firm to accept 
the responsibility for export grain against a barter contract. 

The Cuarrman. Yes. 

Mr. Crorrrn. And they would be glad to pay you 1 percent discount. 

Now, the metal people paid that in order to get rid of the commodi- 
ties, because they were not in that business. 

The Cuarrman. All right. 

Mr. Crorron. Now these restrictions were put on so you go to the 
same exporters who at one time would take $30 million or $40 million 
worth of deal, and they say: 

“We don’t want it. We won’t take it at 10 percent.” 
Where are we going to go with the grain ? 
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And Mr. Berger is the one that brought it about. Mr. Berger is 
responsible for the 10 percent discount. 

Is that clear ? 

The CuatrMan. The discount on the imported metal ? 

Mr. Crorron. Well, instead of metal, we will say, it being dollars, 
that they sell to you for 90 cents and then this 10 percent that they 
pay, to a grain exporter to assume the responsibility to export the 
grain. 

Mr. Jenntnos. Mr. Chairman, I think that what is meant is that 
when they had a broad field, they could trade with all people, and 
they were willing to trade with everyone at 1 percent or three-quarters 
Pes, but, when it is restricted, then they immediately lost that. 

Mr. Crorron. That is just exactly right. 

Mr. Jennines. So placing the restrictions causes it to go up. 

Mr. Crorron. That is absolutely right. : 

Mr. Anruso. And that has affected the mining people of this 
country ¢ 

Mr. Crorron. Well, I am not in the metal business, Congressman, 
but I am very familiar with that particular situation, and I will say 
this and I would like to say it to you, Mr. Hill, that in my opinion 
through years of trading, I believe that some of these restrictions that 
were put on here, as soon as they had started to show or make a little 
effect, the world metal price went down—why? Because they say, 
“W ell, the United States is not in the market any more.’ 

The London metal market dropped and the copper stocks dropped. 

But, Mr. Chairman and Mr. Hill, I believe just as I am sitting here 
today, just. as surely, that if barter were reinstated properly, the 
way it was, you will have metal prices going up all over the world 
and your people will be back working in the mines again—it has to be, 
one has to follow the other. 

The Cuatrman. Thank you. I will not call Mr. Schilthuis. 


STATEMENT OF W. C. SCHILTHUIS, EXECUTIVE VICE PRESIDENT, 
CONTINENTAL GRAIN CO. 





Mr. Scuittruuts. Mr. Chairman and gentlemen 

The Cuarrman. We are glad to have you with us, Mr. Schilthuis. 

Mr. Scuiiruuts. I am very grateful to you for inviting me to ap- 
pear. It is going to be my purpose to try and throw some light on 
this general question of barter. I have prepared a statement, “which 
is very short, and I think I will read it to you, with your permission. 

The Carman. All right. 

Mr. Scuitruuts. And then you can either interrupt me or ask ques- 
tions afterward. 

The Cuarrman. You may proceed, Mr. Schilthuis. 

Mr. Scumruvuts. Mr. Chairman and members of the committee, in 
this statement I shall confine myself to observations on the contro- 
versial barter program under title III, Public Law 480, and the desir- 
ability of its extension and modification as provided for under a modi- 
fied version of H. R. 10487. 

Generally speaking, barter transactions are characterized by the fol- 
lowing features : 

1. Disposal of agricultural surplus commodities ; 
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2. Acquisition of material, strategic or otherwise, of which the 
United States is in short supply ; and 
3. Prevention of deterioration and the saving of storage charges 
of agricultural commodities in possession of CCC. i 

Accomplishment of each of the above aims is a worthwhile project. 
It is not always possible to evaluate the impact of each ingredient. It 
would be presumptuous on my part to make the assertion that each 
barter transaction concluded in the past has served each of the pur- 
poses above mentioned equally well, or that all agricultural surplus 
commodities disposed of under barter transactions are, in every case, 
in addition to sales feasible in dollars. However, nothing being per- 
fect, I would be inclined to take some possible “bad” together with a 
much larger “good.” 

Barter transactions give the exporter of agricultural surplus com- 
modities a range of flexibility which is most useful in meeting com- 
petition from competitive export sources. 

It probably is not sufficiently understood how difficult it is, under 
present world circumstances, to make a sale of United States wheat 
or United States corn to a foreign country. In the first place, many 
importing countries have trade agreements with exporting countries 
under which the importer obligates himself to purchase products from 
the country of exportation to a certain amount annually in exchange 
for an obligation on the part of the agricultural exporter to import 
an equal amount of needed raw materials or industrial products and 
equipment. 

These trade agreements do not require simultaneous purchase and 
sale and, therefore, permit a flexibility of operation which we cannot, 
in any manner, approximate in barter transactions. 

It is obvious that the existence of a trade agreement, as described 
above, reduces the market for American exports correspondingly. 
Price inducements have no bearing on that part of the market which 
is covered by trade agreements. What remains of the market—and 
very often it is only a minor part of the total market—is available to 
the American exporter and his exporting competitors. As far as 
the United States exporter is concerned, in order to obtain payment, 
the importing country must dispose of an available source of dollars 
or hard currency. Any unavailability of such currency further re- 
duces the market of the American exporter. 

Continuously transactions take place where foreign countries make 
purchases in currencies available to them and acceptable to the ex- 
porter, which appear to be at a higher price than American grain is 
offered at the same time in dollars. 

The importing country has elected to pay a relatively higher price 
because it does not have dollars available or because it wishes to hus- 
band its supply of dollars for purchases of materials which are only 
available in the dollar area. 

The consequence of the above is a further limitation in volume of 
the market available to us. What remains of the market can be re- 
scribed as a free market in which each competing exporting country 

has an equal chance. To illustrate with an example: 

American wheat can be sold in this reduced portion of the world 
market but, at the present time, has to compete with wheat from 
Canada, Argentina, Australia, France, Italy, U. S. S. R., and, at 
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times, these exporters are joined by others such as Turkey, Sweden, 
Rumania. ‘ 

In the case of corn, the active competitors are Argentina, Yugo- 
slavia, South Africa, Angola, and Rumania. 

A very slight price modification could throw the transaction to any 
one of the competing exporters, a fact which compels me to assert 
that the flexibility of the barter transaction is bound to be—has been 
in the past—and will be in the future, a sufficient inducement to cap- 
ture business for the United States in very substantial volume. The 
less restrictive the barter operation is set up, the better results will 
be obtained. 

Pursuing the analysis of the world market in grain and the in- 
fluences which bear on it, it is well to keep in mind that grain prices 
in most countries which are our competitors are set or controlled by 
the governments of those countries. Action by them can shut off all 
or part of the world market available to us, and this may be pricewise 
or by means of other government action. 

Devices used by other exporters to maintain their markets include 
the trade agreements and preferential foreign exchange treatment 
mentioned above and such schemes as governmental credit insurance 
and permission of unrestricted sale to U.S. S. R., satellites, and Red 
China. 

It is my opinion that there is nothing reprehensible in the use of a 
barter program that will increase the United States proportion of 

articipation in the world markets. It is in fact one of the few de- 
Seats which is available to the United States against competing gov- 
ernment action in the world market. 

The above analysis has directed itself to a multilateral nonrestric- 
tive barter program unencumbered by restrictions by the Department 
of Agriculture directive of May 28, 1957. By introducing the dead- 
ening effect of the concept of additionality, the Department of Agri- 
culture managed to turn a healthy flow of transactions into a mere 
trickle. 

From this experience it is clear that the Congress should authorize 
a program broad enough so as to permit both multilateral and bilateral 
barter transactions. Phraseology substantially like that used in the 
modified version of H. R. 10487 would meet these requirements. 

The CuHarrman. Mr. Schilthuis, I thank you very much for your 
statement. I am sure that the committee will give consideration to 
what you have had to say. 

Now, I understand from your statement if I interpret it correctly 
that you believe that barter—well, let me read what you say: 

The less restrictive the barter operation is set up, the better results will be 
obtained. 

In other words, you are not in favor of a mandatory barter program 
but you are heartily in favor of a free barter program that will en- 
able representatives of our Government and our industry of America 
to dispose of the surplus that we now have in storage ? 

Mr. Scumruuris. I would be in favor of a program which brings 
about the largest amount of transactions. 

I do not believe that I can make an exact statement of the wording 
that should be included in a bill which brings this about. I think 
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that is something that is up to Congress to determine—what the word- 
ing shall be. 

If I were asked to propose a wording, that would require much more 
study on my part, and eventually I might be able to come up with 
something that would satisfy the need of having a broad unrestricted 
program. 

The Cuaimrman. Your only complaint about the barter program is 
the fact that the Secretary was administering it so that the program 
became ineffective ? 

Mr. Scuiuruvuts. That is my main objection, the interpretation by 
the Secretary of the program as it is now written, I think he has 
taken it upon himself to interpret it in very narrow terms and with 
an intent, as a matter of fact, of restricting these transactions. 

The Cuarrman. Do you know of any particular barter transaction 
that has in any way interfered with normal commerce ? 

Mr. Scuitruuts. No; it does not interfere with our normal com- 
merce, barter transactions 

The CHamman. Supplement them ? 

Mr. Scuitruuts. In a general way they add to the general flow of 
normal commerce. 

The Cuarrman. In your opinion if the Secretary were to operate 
the program in the future as he did in the past, prior to May 28, 1957, 
we could still barter away these surplus commodities ? 

Mr. Scuturuuts. That would be the most desirable way of doing it; 
yes, sir. 

The Cuarrman. Thank youvery much. Any questions? 

Mr. Anruso. Yes, Mr. Chairman, thank you. 

Mr. Schilthuis, first of all, I want to thank you for your very fine 
statement. 

Mr. Scuturuvuts. Thank you. 

Mr. Anrvuso. I think you have put it down in very clear and con- 
cise wording, what this program is about. 

Mr. Scuiuruuts. Thank you. 

Mr. Anruso. Now, do you believe that the barter program has added 
to cash sales when it was effective—— 

Mr. Scuiuruuts. I believe that the barter program had increased 
the sales of our agricultural surpluses—personally, of course, I speak 
on grain because I think I am competent in the grain field, and I be- 
lieve that it has increased the sales of agricultural commodities but in 
particular grain, as far as I am concerned. 

Mr. Anruso. Now, we are dealing with laws which are administered 
by human beings. We had a law and prior to May of 1957 we thought 
that that law gave the widest latitude to the Secretary to permit barter 
and as a matter of fact we put in our report that he should give the 
highest priority to bartering—is that correct, sir? 

Mr. Scuiitruuts. Yes, sir. 

Mr. Anruso. And now since May of 1957, and again I say that we 
are dealing with men who administer the law, we find that one indi- 
vidual or more individuals in the Department of Agriculture without 
even consulting the Congress, without even coming back here and say- 
ing, “Look, we want to make some change in the way we are going to 
administer the law which you passed,” they took it upon themselves 
to change the entire picture—is that a fact, sir? 
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Mr. Scuittruuts. That is correct. 

Mr. Anruso. Now, do you believe that that attitude has changed? 

Mr. Scuitruutis. It has not changed. 

Mr. Anruso. Since May 1957? 

Mr. Scuitruuts. It has not changed; no. 

Mr. Anruso. Therefore can you conscientiously say that unless we 
put something in the law which will recognize the general principle 
of bartering, and that the law would be effective ? 

Mr. ScHILTHUIS. The language which is to be written into the law 
should be more specific than it has been in the past so as to make it 
more of a mandatory nature, as far as the Secretary is concerned. 

Mr. Anruso. I yield to Mr. Jennings. 

Mr. Jennrnos. As I understand it, Mr. Schilthuis, you believe in a 
mandatory program and then that that program shall ‘be free ? 

Mr. Scuiiruuts. The question of interpretation of the word “man- 
datory”—it is obvious that the Secretary has to have some discretion, 
I would think. 

Mr. Jenninos. That is right. Now, you are saying first of all that 
we should have a mandatory program and, secondarily, there should 
be some discretion in that mandatory program but the mandatory part 
shall come first ? 

Mr. Scuiuruvts. As a layman I would answer, I think, that would 
be my approach. 

Mr. Jennrnos. As I understand your testimony, this directive on 
the part of the Department of Agriculture of May 28, 1957, has served 
as an umbrella over the price which other countries have been able to 
trade just under our umbrella, is that correct ? 

Mr. Scuitruuts. If that is an interpretation of what I have said, I 
have not in fact said that. 

Mr. Jenninos. Well, has that been the practical effect on it? 

Mr. Scuizruuts. No, I believe that has been the practical effect. 

Mr. Jenninos. It has not? Then why have we lost sales? 

Mr. Siena 1s. It is not a question of price only, it is partly a 
question of price—the expression “umbrella” in my conception is the 
wrong use of the word. 

What we should be able to do is to capture additional business, addi- 
tional sales of commodities, agricultural commodities from this coun- 
try and so that occasionally—and this once was provided for by tlfe 
so-called discounts under the barter program—that we can occasionally 
go out at a certain spot and we can reduce our price to a point where 
we can capture that business rather than have it go to a competing 
country like Argentina, Rumania, or Yugoslavia, whatever the case 
may be, in the case of corn, for example. 

Mr. Jenninos. Then rather than to use the word “umbrella” you 
think the word “restriction” would probably be more accurate ? 

Mr. Scuimruuts. Yes, I think that would be better. 

Mr. Jennings. They place a restriction rather than an umbrella ? 

Mr. Scuimirnuts. That is right. 

The Cuatrman. Thank you very much. 

I should like to insert in the record at this point a letter from C. B. 
Fox Co., of New Orleans, signed by Mr. W. B. Fox; a letter from the 
Mere: antile Metal & Ore Corp., of New York, signed by Mr. Harry D. 
Koster, vice president; and a statement by Norbert Blechner, vice 
president of the Associated Metals & Minerals Corp., of New York. 
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(The documents referred to are as follows :) 


ele C. B. Fox Co., 
ew Orleans, May 5, 1958. 
Hon. Harorp D. Cootry, : ‘ 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 


Dear Mr. Cooter: I appreciate the invitation you have extended me to appear 
before your committee on Wednesday, May 7, and I shall certainly avail myself 
of this opportunity unless I cannot avoid going to Mexico City on that day. 

I do not see how it can be said that the barter program interfered with cash 
sales of agricultural commodities for export when such sales were actually made 
by the exporters for cash accruing to the exporters by reason of certain stock- 
piling materials having been imported by a' Government agency. The stockpiling 
program is evidently important since it has been approved by Congress, and we 
must therefore assume that the merchandise being stockpiled is important to 
this country. Should it be inferred that the agricultural commodities sold 
under barter agreements bring lower prices than the dollar cash sales, one must 
not conclude that anyone is profiting unduly since it goes without saying that 
the stockpiling agencies are doing their purchasing at prevailing market prices 
leaving no room for any extraordinary markup. 

Then too, I am confident that you will find the cash sales with which the barter 
program is said to interfere are not cash sales at all, but sales under Public Law 
480 and ICA neither of which can truthfully be called sales for cash dollars. 
The foreign currency realized from sales under Public Law 480 is unlikely to be 
“hard cash” after the 20 years allowed besides which a considerable portion of 
the foreign funds realized is reloaned or spent in the purchasing country. 

There is nothing wrong with the barter program. It is an economically sound 
business procedure, and it is totally unfair to condemn the program if perhaps 
it has not been administered properly at times in the past. 

I assure you again I am anxious to appear before you on Wednesday. 

Very truly yours, 
W. B. Fox. 


MERCANTILE METAL & ORE Corp., 
New York, N. Y., May 5, 1958. 
Hon. Harorp D. Cootey, 
Chairman, House Committee on Agriculture, 
House of Representatives Office Building, 
Washington, D. C. 


Dear Mr. Cootry: Having been a participant in the barter program under 
title 3 of Public Law 480, we hereby wish to respectfully submit the following 
observations : 

Prior to the requirement of “proof of additionality” the barter program was 
one of the best methods of lending foreign aid through the honored concept of 
sd&if-help by trade. The acquisition of materials as produced abroad, in effect, 
resulted in an increase in supply of dollars to those parts of the world which 
have suffered a dollar shortage over an extended period of time. The dollars so 
created put purchasing power into hands of friendly foreign countries which 
could use such purchasing power not only to buy agricultural products from the 
United States, but from our allies as well; such purchasing power, however, being 
not limited to agricultural products, but would permit purchases of other prod- 
ucts as well. In other words, the purchasing power of the world, in terms of dol- 
lars, was accordingly increased; disposition of surplus agricultural products 
on the overall being thereby also stimulated. 

The acquisition of nonperishable foreign materials of sound intrinsic values 
with relatively low storage and handling costs permitted the disposal of perish- 
able agricultural products of deteriorating quality and values with prohibitive 
storage and handling costs. 

We would like to take this opportunity to also state that the barter program 
as administered prior to the USDA press release of May 28, 1957, served as an 
international economic stabilizing factor. It not only served to create purchasing 
power abroad with the acquisition of strategic materials; it also served to benefit 
ocean transportation companies and such importations maintained the demand 
for labor at the ports. Domestic industrial firms benefited by the processing of 
raw materials acquired abroad under the barter program. 
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Acquisition of lead and zine against barter served to absorb surplus world 
supplies and freeze them in Government stockpiles. These operations stabilized 
the price of lead and zinc and enabled domestic industry to maintain operations 
at such price level. It can be observed that promptly after stagnation of the 
barter program due to the press release under reference, the prices for these 
important commodities declined sharply, and have continued to display a declin- 
ing tendency, as a result the domestic industry has found it necessary to clamor 
for relief through an increase of import duties and/or a quota system. Hither of 
these remedies would serve to create antagonism of friendly foreign countries 
and would be contrary to our Government’s policy of fostering international 
trade. The damage has been done and the solution to the problem is beyond 
our comprehension. We mention this factor merely as an illustration of our 
contention that the barter program has been and can be a stabilizing factor 
in our economic picture. 

We respectfully submit that title 3 of Public Law 480 should be revitalized in 
the interest of the United States, by direction of the Congress, particularly 
excluding the so-called proof of additionality which has served to strangle 
the barter program. 

Respectfully yours, 
Harkey D. Koster, Vice President. 


STATEMENT OF NORBERT BLECHNER, VICE PRESIDENT OF ASSOCIATED METALS & 
MINERALS CorP. 


Mr. Chairman and members of the committee, I appreciate the opportunity 
of presenting my views on the subject of barter in conjunction with a proposed 
bill introduced by Mr. Cooley, chairman of your committee, H. R. 10487. 

If it was the intention of title III, Public Law 480, to have the Commodity 
Credit Corporation actively develop a substantial barter program, as I assume it 
was, it seems to me pertinent that a bill along the lines of H. R. 10487 should 
be passed; the reason being that the directive issued by the Secretary of Agri- 
culture on May 28, 1957, partly revised by the directive of December 24, 1958, is 
in fact so complicated and restrictive that an active barter program cannot be 
maintained. As it is generally known, the barter transactions concluded since 
the aforestated directive was issued in May 1957 were insignificant and in fact 
represented only a small percentage of the barter transactions concluded during 
a like period prior to the said directive. The restrictive features of this direc- 
tive are well known. It can be assumed that the Department of Agriculture 
will explain before this committee the reasons for the restrictive features of 
this directive. I believe, however, that it is generally recognized that the di- 
rective has prevented the trade from disposing of a very substantial quantity of 
farm surplus now stored in warehouses at substantial expense to the Govern- 
ment and the taxpayer respectively. I believe that it is the Department of Ag- 
riculture’s contention that the active barter program prior to the May 1957 
directive replaced cash sales in the form of surplus commodities. I believe that 
there is no proof for the correctness of this contention. Not as a studied econo- 
mist, but as a merchant who has been active in the international trade for over 
30 years, I express the opinion that the barter program in its original form was 
a challenge to the merchants in the United States and in all parts of the world 
for initiative, inventiveness, and extra activity, unparalleled by other commer- 
cial occurrences since the end of World War II. The directors of the Barter 
Branch of the Commodity Credit Corporation can attest to this statement. To 
say that the active barter program did not creat additional farm surplus move- 
ment might be like saying that the Marshall plan did not help the postwar 
economy. 

Above all, it must be recognized that apart from the desirability of reducing 
our farm surplus, it is undoubtedly beyond question that the foreign nations 
consuming American farm commodities will have less buying power and less 
currency if we don’t barter; reversedly that the buying power of the foreign 
nations will be increased by the amount of barter. I believe that this point 
more than anything else contradicts the contention of the Department of Agri- 
culture that barter does not create additionality of farm surplus outlet. 

All the materials which can be accepted in exchange against the commodity 
surplus are of benefit to the United States: 
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(1) The risk of deterioration and wastage is inherent in food items but not in 
strategic materials. 

(2) The cost of storage for strategic materials is smaller than for food 
items. 

(3) None of the strategic materials which can be subject to barter are in 
ample supply in the United States. We will grow food every year beyond our 
requirements, but we have not found yet a method to increase our mineral re- 
serves of the kinds amply available for barter. 

(4) Last but not least, materials available under barter are required to meet 
the needs of the procurement priority level program projected by the Office of 
Defense Mobilization. 

I therefore trust that the restrictive provisions will be removed and in fact 
that several materials not now on the barter list but of benefit to this country 
will be added thereto. 

I want to thank you again for the opportunity to express my thoughts on 
this subject. 

The CHatrman. On our witness list is Mr. Ralph Friedman of the 
Standard Milling Co. Is Mr. Friedman here ? 

Mr. Coerianpro. May I speak for Mr. Friedman—could we file a 
statement ? 

The Cuarrman. Well, suppose we leave it that way, we will be glad 
to have him file a statement or send it in. 

Mr. Coeiianpro. All right. 

The Cuarrman. The committee stands adjourned until 10 o’clock 
tomorrow morning. 

(Thereupon, at 11:25 a. m., the committee was adjourned, to re- 
convene at 10 a. m., Thursday, May 8, 1958.) 
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Agricultural Trade Development and Assistance Act of 1954 


THURSDAY, MAY 8, 1958 


House or REepresENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee reconvened, pursuant to adjournment, at 10:15 a. m., 
in room 1310, New House Office Building, Hon. Harold D. Cooley 
(chairman) presiding. 

The Cuarrman. The committee will please be in order. 

Before we resume the hearings, I should like to say that we have a 
very distinguished guest with us this morning who occupies the posi- 
tion of chairman of the Committee on Agriculture in the German 
Congress. 

I think, and he thinks, this is the first time in history that the chair- 
man of the Committee on Agriculture of the German Congress has 
ever visited Washington. Certainly this is the first time we have ever 
had an opportunity to welcome this distinguished man into this room, 
the Honorable Bernhard Bauhonecht. 

He is on my right. I do not know whether he is a Democrat or a 
Republican. I design: ated the Democratic side, thinking he might be 
more comfortable over here. If he will be more comfortable on the 
left, we shall move him tothe other side. [| Applause. | 

I should like to say, Mr. Chairman, that most of the members of 
this committee, I am sure, have had the privilege of visiting your great 
country and seeing some of the agriculture of Germ: any. We hope that 
your trip here will be pleasant and profitable, and we are honored to 
have you with us on this occasion. The committee will be glad to hear 
you. [Applause.] 

(At this point, Mr. Bernhard Bauhonecht spoke a few words of 
greeting, which were translated by Herbert A. Stanton of the United 
States Department of State.) 

The CuatrrmMan. We are delighted to have our distinguished guest, 
and we are honored that he has taken time to visit with us this morning. 
We hope that his journey back home will be in all respects a very pleas- 
ant one. [ Applause. | 

We shall recess for a moment, and then resume. 

(Short recess. ) 

The Cuarrman. The committee will please be in order. 

The first witness is Mr. Ralph Friedman, Standard Milling Co., 
New York City. 

Mr. Friedman, we are very glad to have you with us. 
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STATEMENT OF RALPH FRIEDMAN, STANDARD MILLING CO., 
NEW YORK, N. Y. 


Mr. Frrepman. Thank you, sir. 

Well, Mr. Chairman, it seemed to me when I received your invi- 
tation to come and testify that in view of the fact that you would have 
many excellent statements submitted to you, that perhaps it might be 
more useful to members of the committee if, instead of imposing an- 
other statement with a great many statistics in it to you, that I just 
come here to speak extemporaneously about some of the salient and, 
to my mind, more important aspects of this barter program. 

First of all, I would like to say that the company that I have to 
do with is a domestic grain company, as well as an exporting company. 
We are also a milling company. We are in all aspects of the grain 
business here, and export is only one part; and, I should say, in bal- 
ance, a small part of our activities, although it also looms quite large 
in total volume. 

Now many witnesses who have been before the committee have al- 
ready testified as to the problems of barter—can you hear me? 

Mr. Gatuines (presiding). If you could just raise your voice a 
little bit? 

Mr. Frrepman. I will try to. 

I said many witnesses have already been testifying here on various 
aspects of the barter program. 

I would like to just comment a little bit on what I think are the 
confusions that do exist in people’s minds. 

The first is on the question of the duplication or, rather, the inter- 
ference, if any, of barter sales as against cash sales. 

Now, a barter sale can occur only if the United States Government 
imports a stockpile—so-called strategic material—and I want to 
submit to the committee that it really makes very little difference if 
the United States Government is going to buy some ferromanganese 
or chrome, or any other commodity, as to whether or not that commod- 
ity is purchased for cash, for United States dollars, and, in turn, agri- 
cultural produce is sold for United States dollars. 

The problem is that there is an exchange going on. 

I want to tell the committee that, as I testified many months ago 
before the Senate committee, that when this program was first ini- 
tiated, I want to admit I took a very dim view of it, as being a fairly 
cumbersome way to do things. But I have changed my position in 
regard to this program. And the reasons I have changed my position 
are largely pragmatic: that this is a program that is woching that 
has been effective in increasing the total interchange of American 
commerce with the world. 

The United States, ever since World War I, has been in an enorm- 
ously difficult position, as we all know, in exporting to the world. 

We have a tremendous amount of agricultural surpluses of all 
characters here. Substantially, these are world commodities, and 
they are going to move into world commerce largely only through 1 
of 2 methods: either through the established trading firms or through 
gift or subvention of one form or another, with all the adversities that 

gifts have a way of bringing with them. 
Now if you are going to have commerce through normal commer- 
cial channels—I am oversimplifying this—but not too much; I want 
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to make a point—you have to make it attractive to the international 
grain firms in the case of grain, or the cotton firms, to sell American 
produce; because the facts are that we, and every other grain firm, 
will sell the grain that we can make a trade in, and that will normally 
be the lowest priced grain. 

There have been various statements made here, and at various times 
by the Department, about the world price and about meeting the 
world price, as though this was a definite, finite thing. It is not. It 
is an approximation, and that is all it is. 

Now there is no trade goes on in this bitterly competitive business— 
because this is a bitterly competitive business—in which there is not 
some areas, up and down here, and there are many factors that enter 
into it. 

As I said before, I really regard the problem of whether barter 
trade cuts into or does not cut into cash sales as possessing a very 
large degree of immateriality. It really makes very little difference. 

However, I do want to comment, on my own guess—and it is only 
a guess—as to the intrusion of barter as against dollar cash cales. 

do not believe that they have intruded. I want to say that in 
addition to these statistics that Senator Humphrey has presented, 
showing the increase of cash sales concurrently with barter sales and 
the decrease of cash sales after the barter program ceased, that the 
ability to offer grain attractively and successfully in the world market 
inevitably carries with it, should I say, a consolidation or improve- 
ment in trade channels. And very often we have found that we will 
make a barter trade—I am going back now to the days when barter 
was active here—and very quickly thereafter make a cash trade, too. 

I mean, if you are out of these markets, if your contracts are desul- 
tory, and if you do very little. 

I want to come back to one other thing, and that is that on a barter 
transaction, where we will take a major risk, running, usually, to 
many millions of dollars to export grain, we then are in the position 
of having made a firm commitment. 

This is a very different position, gentlemen, from merely being 
— in offerings of grain and having no commitment on our 

ands. 

If we have a commitment, we have to do something about it; we 
are hooked. And we are going to do something about it. And the 
same applies with complete sameness to every grain firm. I think 
it is just as simple as that. 

If you want to engage in commerce of this order, it has to be kept 
in mind that you have to have salesmen to do it. 

Now, the barter program, which, as I said before, I really thought 
very poorly of at the outset, has in my judgment been a surprisingly 
effective way of getting salesmen to really sell American produce in 
the world. 

Another thing that I would say is this: that my own predilection for 
cash sales before the barter program started was based on, if you will, 
a desire for an orderly and simple world, the world of selling and 
buying for cash. 

Unfortunately, this is not the world we are living in. 

If we do not do this, we can be very sure that the Communists will, 
and they are completely ignoring economics; they are bartering, and 
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they are bartering on a basis that at times makes it impossible for the 
United States to work. 

The other point that I really wanted to make in regard to this is 
just the overall aspects of this program: 

I think it has a very great deal of tangible and intangible merit in 
keeping America in commercial relationships with much of the world, 
and I doubt that we would have such a relationship without this pro- 
gram on any such scale. 

If it were not for this, I think you would find much pressure to in- 
— the total amount of giveaway, with all the evil attendant on 
that. 

Here, at least, we are getting a good “propo.” We are not only 
getting a good “propo” in good material terms, but we are getting a 
good “propo” in terms of respect. 

These people understand trade, and the world over, all of us who 
have reason to go to different parts of the world, know there is little 
understanding and no love for a gift program. 

This is a question of sick psychology, if you will; but, nevertheless, 
it is true. 

And for these various reasons, it seems to me very much to the point 
_ to impede barter but, rather, to free it, to make it really possible 
to do it. 

Now, the Department instituted regulations—and I am not now 
speaking in any spirit of criticizing individuals—but, rather, of crit- 
izing atotal program. The Department introduced regulations which, 
which, in my opinion, were designed not to regulate the program, but 
to stifle the program; to stop it. And the requirement of a certificate 
of additionality is sheer nonsense. We cannot prove, no one can prove, 
a a barter sale was a sale that would not have been made on a cash 

asis. 

Likewise, the Department cannot prove that the barter sale was not 
in addition to cash sales. 

Last fall, in the last week of October, I was in London, had previously 
been on the Continent, and I discussed with our people in London the 
question of getting certificates of additionality here. And they said— 
and I thought very properly—that no one in the British Government 
would issue such a certificate because of the fact that they could not 
morally stand up behind it, that this was nonsense here. 

And we have not asked them for it. Asa result of this, we decided 
that this was impossible, so we simply walked away from the program. 

Now I think that there is no way to reactivate the export of Ameri- 
can agricultural surplus that is as effective as the barter program, sur- 
prisingly to my mind, turned out to be. But this is a good program. 
And I think it is a great pity not to reactivate it from the standpoint of 
American welfare. 

That is all. 

Mr. Garutnes. Mr. Friedman, you made a very fine statement. I 
believe these extemporaneous statements are more effective. You 
have put thoughts across thoroughly this morning. 

Mr. FrrepMan. I thought it would be more useful, Mr. Chairman. 

Mr. Garutnes. According to the information I got from your 
statement this morning, as a matter of fact when it first started out 
you did not think well of 480? 

Mr. Frrepman. That is right. 
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Mr. Garutnes. Now, you feel, in view of the fact that these coun- 
tries do not like a giveaway program, that they have found that this 
is an advantageous program, and it does have a tangible and intangi- 
ble value to us ? 

Mr. Frrepman. That is right. 

Mr. Garuines. We have quite a number of witnesses here this 
morning, and we want to move on. 

I know you are just so full of information you could talk for an 
hour of two—— 

Mr. Frrepman. I do not want to burden your time. 

Mr. Garuines. Before you leave, Mr. Anfuso wanted to ask you a 
question. 

Mr. Frrepman. All right. 

Mr. Anruso. Mr. Friedman, as I undertsand your testimony, you 
are both in the cash and barter business ? 

Mr. Frrepman. That is right, sir. 

Mr. Anruso. So, as a businessman, you do not care whether you 
move agricultural commodities on a cash basis or on a barter basis, 
do you? 

Mr. FrrepMaAn. Notatall. It makes no difference to us. 

Mr. Anruso. However, since this regulation of May 1957, you say 
the barter program has been stifled. 

Is that correct, sir? 

Mr. Frrepman. That is correct. 

Mr. Anruso. Do you know whether or not the Department has 
approved any certificates of additionality ? 

Mr. FriepMan. Well, I do not know personally. I think I would 
rather not testify, because I just do not know personally. 

Mr. ANnrFuso. Now you gave as an example a certain deal which 
you were trying to make in Great Britain. 

Mr. Frrepman. That is right. 

Mr. Anruso. Which amounted, I believe, to some 300,000 tons of 
wheat; is that right ? 

Mr. Frrepman. That is correct, sir. 

Mr. Anrvuso. And because of this request of the certificate of avail- 
ability 

Mr. Frrepman. Additionality. 

Mr. Anrvso (continuing). Of additionality, which you could not 
get 

Mr. FrrepmMan. That is right. 

Mr. Anrvuso (continuing). You lost that business? 

Mr. Frrepman. That is correct. 

Mr. Anruso. And Great Britain was willing to buy that wheat 
from the United States. Is that correct? 

Mr. FrrepmMan. That is correct. 

Mr. Anruso. And they finally bought it from Canada; is that 
correct 4 

Mr. Frrepman. That is correct. 

Mr. Anruso. And that was only recently ? 

Mr. Frrepman. That isright. That was last fall. 

Mr. Anruso. Now let me see if I understand—I am not a business- 
man, Mr. Chairman, but I want to see whether I understand—and I 
say this for Mr. Hill also because he asked some questions on this 
point— 
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Let’s see if I understand what this regulation of May 1957 has 
brought to us: 

Before that, to sell the commodity, agricultural commodities, you 
would be allowed, say, 1 to 2 percent to sell those commodities; is 
that correct, sir? 

Mr. Frrepman. Right. 

Mr. Anruso. And you were able to do that, and to bid for these 
strategic materials on that percentage; and, while you made a small 
profit, nevertheless, you were able to move close to $1 billion worth 
of surpluses; is that correct, sir? 

Mr. Frrepman. That is correct, sir. 

Mr. Anruso. Today, under this regulation, you are offered as much 
as 10 percent to move those agricultural commodities and, maybe, 
12 percent. 

Is that correct, sir ? 

Mr. FrrepmMan. Yes. 

As a matter of fact, right at the present time, we have an offer of 
10 percent. 

Mr. Anruso. And with that 10 percent or 12 percent, you are able 
to offer more for the strategic materials which you bring into the 
United States. 

Is that correct, sir? 

Mr. Frrepman. That is right. 

Mr. Anruso. Now, that has been the cause, has it not, for these 
strategic materials coming into the United States cheaper, and, there- 
fore, affecting the domestic market of ores? 

Isn’t that correct, sir ? 

Mr. Frrepman. Yes, that is right. 

Mr. Anruso. I notice in the New York Times, of recent date, that 
lead and copper and zinc were constantly on the incline, both domes- 
tic and foreign, until this edict of May 1957, and then a drop was felt 
automatically. 

Isn’t that right, sir? 

Mr. Frrepman. That is right. 

Mr. Anruso. So that that edict does not benefit the United States, 
does not benefit our relations with other countries, and it hurts our 
domestic miners; doesn’t it? 

Mr. Frrepman. Yes. You are perfectly right. Sure. 

Mr. Anruso. And it hurts the security of our country because we 
are not able to bring in the things that this Government has declared 
we should bring in ? 

Mr. FrrepmMan. Yes. 

Well, I would like to comment, just in regard to your statement, 
that we are decreasing the importation of many commodities, you 
having killed the barter program. The decrease in that importation 
has to be judged, it seems to me, in two principal lights: 

One is that presumably the military authorities know what they 
want and are correct. We have to assume that their statement of the 
stockpiled materials is a correct statement and not one to be chal- 
lenged—at least, certainly, I have no competence as a layman to 
question it. 

The other is that this is a way of activating trade with countries the 
world over with whom obviously it is to our great advantage to re- 
main in close contact. 
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And it is an unfortunate truth, if we drift out of contact with these 
countries, we do leave a vacuum. 

And this to me—and I am transcending the question of my own firm 
or any other firm in this operation here—this to me is the most im- 
portant reason, I think, why a useful tool of this order should be 
resumed rather than killed. This has been strangled by eee 
and by an unwise regulation, and I believe that probably the facts are 
that the people that instituted this regulation are now intellectually 
out on a limb and do not know how to get back here. 

And this is a difficult problem. 

But, from the standpoint of national welfare, I would think that 
there is only one answer, and that is to activate it again. 

Mr. Anruso. Mr. Friedman, you have no quarrel with anyone 
in the Department of Agriculture? 

Mr. Frrepman. No. 

As a matter of fact, I had a great hesitancy to come down and 
testify because of this. 

Mr. Anruso. Now you are testifying in the interest and the welfare 
of the United States, as I gather it? 

Mr. Fremman. I mean to. 

Mr. Anruso. (continuing). And it has nothing to do with your 
business in particular, because you do not care whether you make cash 
sales or whether you make barter sales? 

Mr. Frrepman. That is correct. 

Mr. Anruso. Now I would like to bring out this point, which you 
very well put to me when I talked to you—when you said: 

at is the difference whether we buy strategic materials for com- 
modities or we buy them for cash ? 

If we can buy strategic materials for commodities instead of cash, 
we are saving that much cash; aren’t we? 

Mr. FrrepMan. That is correct. 

Mr. Anruso. Now just one final question : 

You were here just one day, yesterday, and you were not here 
Monday when Mr. Berger testified. 

We have a history here where the Senate almost unanimously re- 
ported out a barter program. We had a vote in the Senate which was 
very close, a difference of only four votes, where a barter program was 
desirable. 

We have a history that since May of 1957, since this edict of Mr. 
Berger went into effect, there has been no movement of the barter 
transactions, which at first almost reached $1 billion and have been 
reduced to a trickle of less than $25 million. 

Mr. FrrepMan. That is right. 

Mr. Anruso. We have Mr. Berger, who came in here and said— 
even though many experts disagree with him on this barter program, 
experts in and out of the Department of Agriculture—nevertheless, he 
felt that he was right in what he was doing. 

We have also a report which we made when Public Law 480 was 
passed, where we said that the moving of strategic materials should be 
given a priority in this barter program. We have it in all our reports 
that that should be the case. 

Now, do you believe, sir, that unless we put something into the law 
this time saying that bartering must be recognized and is desirable 
in the best interests of the United States, that with that kind of a 
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history, if we just put in some kind of strong language—put it in the 
report, do you believe that this bartering would i improve ? 

i. FrrepMan. No. 

I think that you are putting a very difficult question to me, but I will 
2% to answer it. 

I think that in order to effect the purpose that I am pleading for, 
as a desirable one, that it is essential to put a directive into legisl: ation 
here; and in that directive to say that the program shall be imple- 
mented to the maximum extent possible without consideration for any 
theoretical effect, if any, that this program may or may not have on 
cash sales. Because there is a complete immateriality in this thing, 
and, if you permit this unresolvable problem of what effect does a 
barter sale have on a cash sale, you can stop anything. 

Now, there is no way of proving this thing, and no one in good 
conscience and in self-respect is going to make a statement, as a flat 
statement, that they do not affect each other. 

Mr. Hitz. If the gentleman will yield right there—there is no way to 
tell what a barter trade will do. You are advocating right here and 
now to ship ore in and trade it for wheat, or anything you can trade it 
for, and you do not know whether we are going to need that strategic 
material, or whether we won't. 

So you could not prove anything on that. 

Tf you cannot prove it on the barter 

Mr. Frrepman. Well, I am assuming that the people in government 
who decide they want this ore know ‘what they are talking about. 

I am not competent 

Mr. Hitz. How do you know they will ever need the ore that you 
are going to pile up in the stockpile ? 

Mr. Frrepman. That is another problem. 

Mr. Hitz. Well, it is another supposition that you are talking about 
now. 

Mr. Frrepman. But on that 

Mr. Hitz. You are guessing. As a witness, you are just guessing 
whether we will need that or not, and you are guessing it is all right 
for Mr. Dixon’s mines to be closed down, and it is all right to close 
all our mines down, as lony as you can trade a little wheat and make 
a little money. 

Mr. Frrepman. No, sir. 

Mr. Hix. That is just what you said. 

Mr. Frrepman. No. Let me make this distinction 

Mr. Hix (interrupting). Yes, you did. 

Mr. Anruso. I beg todiffer. He did not say that. 

May I say this, Mr. Friedman: 

As I understood you before, you do not care whether you make cash 
sales or barter sales 

Mr. Hx (interrupting). If you will yield ? 

Mr. Anrvuso. Let me finish 

Mr. Hirx. You have had more time than the whole committee put 
together. 

Mr. Anrvso. Let me finish the question. 

Mr. Hix. Well, finish that sentence, and finish it quick. 
[ Laughter. ] 

Mr. Anruso. Now, as far as you are concerned, if, tomorrow, this 
Government sets up a policy and says you cannot import in a barter 
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program any more zinc or lead, anything else like that, it won't make 
a bit of difference to you, will it ? 

Mr. Frrepman. That is right. 

May Lask, Mr. Chairman 

Mr. Gatuines. Mr. Teague of California. 

Mr. Traces. I want to be sure I understand something. I am not 
sure that it has any important significance, but I thought I understood 
Mr. Anfuso to be talking about some figure of $2 billion in 
transactions 

Mr. Anruso. One billion. 

Mr. Tracue (continuing). And 1 or 2 percent profit, which he 
indicated was a small profit. 

According to my mathematics, 2 percent of $2 billion is $40 million, 
which is not exactly a small profit. 

Mr. Anruso. Mr. Teague, I am sure Mr. Friedman can explain that. 

With that they bargain. They send salesmen all over the world. 
They buy the strategic materials and all that. 

Why don’t you take over and explain that ? 

Mr. FrrepMan. First of all 

Mr. Hitz. Mr. Chairman. 

Mr. FriepmMan. I think there is an error. At least I did not hear 
$2 billion. 

Certainly, as far as we are concerned, we have never handled any- 
thing remotely approaching that. I do not think the whole barter 
program ever remotely approached that. 

But I would like to comment—— 

Mr. Hix. Here is the point: 

I would like to hear you comment for a week, but, Mr. Chairman, 
we cannot get into an argument within our committee. 

I want to take Mr. Anfuso on, but there are 40 or 50 people here, 
and I will take Mr. Anfuso on between him and myself some day 
and maybe whatever member of our committee wants to listen; but 
let’s get on with what we want to do. And, glancing at our list, I 
find that we have 7 witnesses to testify before 12 o’clock. 

I suggest that we give each Congressman around the circle here, 
including the members at the lower desks, a minute and a half or 2 
minutes, “and then let the witness do his own t: ilking. 

Mr. Hagen. Mr. Chairman, I have a question. 

I would like to first make an off-the-record comment—— 

Mr. Anruso. Mr. Hagen, will you yield to me for 1 second? 

Mr. Hagen. Yes. 

Mr. Anruso. I would like to make this statement for the record, 
and I say this to all my colleagues on both sides: 

If I have asked more questions than I ordinarily do, it is because 
these gentlemen do come from New York, and I think they have seen 
me so many times before, they would like to hear the gentleman from 
New York ask them questions. I have never interfered when legisla- 
tion of other nature has come up before this committee, and you know 
I have sat here and listened and listened. 

Mr. Garuines. I want to say to the gentleman from New York 
that we are most grateful to you that you have been understanding 
with our problems, and we do apprec viate that. 

Mr. Anruso. Thank you, Mr. Chairman, and thank you, Mr. Hagen. 

Mr. Hacen. Mr. Chairm: an, off the record 
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(Discussion off the record.) 

Mr. Hagen. Now, as I understand this program, it really comes 
down almost exclusively to an exchange of food and fiber for metals, 

Isn’t that correct ? 

Mr. Frrepman. Well, it is very often a many-cornered transaction, 
It is not just a simple 

Mr. Hacen. Well, I mean the thing that is moved out of the United 
States is food in barter 

Mr. Frrepman. The exchange of agricultural produce for the total 
of the stockpile imports. 

Mr. Hacen (continuing). Of metals? 

Mr. Frrepman. Metals, ores, and other things. There are other 
things, too. 

Mr. Hagen. And, also, it is my understanding these metals that are 
secured, are metals which would not be otherwise purchased in this 
country ? 

In other words, they are stockpile metals. They do not affect 
directly the normal purchases, trading in metals? 

Mr. Frrepman. That is my understanding, but I have no direct 
knowledge on that, sir. 

Mr. Hagen. It is true, however, that by providing an additional 
buying demand for metals abroad, it does have a tendency to raise 
the price? 

r. Frrepman. That is right. I would think so. 

Mr. Hacen. Which could work to the advantage of domestic metals 
producers ? 

Mr. Frrepman. I would think so. 

Mr. Hagen. All right. 

Now, I want to ask you one more question : 

What connection does ODM have with this program in determin- 
ing the policy of the Department of Agriculture, if there is any con- 
nection ? 

Mr. FrrepMan. Well, as I understand it, ODM controls only the 
decision as to what stockpile material, metals or ores or others, shall 
be purchased. 

he Department of Agriculture, through the CCC, has been issuing 
the regulations applying to the method of purchase, or rather, the 
method of sale of the agricultural commodities; and I would hesitate 
to go beyond that, because I am speaking out of vicarious information 
rather than direct knowledge. 

Beyond that, I just do not know. 

Mr. Hacen. Just out of curiosity, do you think the ODM is con- 
a the policy of the Department of Agriculture on this? 

Mr. Frrepman. I doubt it, sir. 

I do not know, frankly. 

Mr. Drxon. Will the gentleman yield ? 

Mr. Hacen. I have heard rumors there is pressure brought through 
the ODM from certain large interests in this country to cut back on 
the size of this program. 

Ha oi FrrepMan. It could be; I really do not know. I really do not 
ow. 

Mr. Hacen. That is all. 

Mr. Drxon. Will the gentleman yield? 

Mr. Hacen. Yes. 
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Mr. Dixon. If that is the case, ODM says we have 5 or 6 years’ 
supply of lead and zinc, and they refuse to take any more. I met 
with them personally, and they do not wish any more. They say even 
in wartime, that is more than we need. 

So, it might raise the price, the price on the world market. 

But if ODM will not let the Depaxtment of Agriculture take any 
more, then what are you going to do? 

Mr. Friepman. Then, as far as that commodity is concerned, there 
isno further barter. There is no further purchase. 

Mr. Drxon. But does not your lead and zinc constitute a big share 
of your barter program ? 

Mr. Frrepman. Possibly so. 

I can only speak out of our own experience. We have not been 
involved in any lead-zine ones. There have been a lot of them, but 
we have not participated in those. We have participated in a lot 
of other things, but not in that. 

Mr. Drxon. Thank you. 

The Cuatrman. Thank you very much. 

Weare going to have to move along. I would just like to ask how 
many witnesses whose names have been presented would just as soon 
file statements ? 

Ihave Mr. Louis Dreyfus. Is he here? 

Mr. Buoop. I have submitted a statement for inclusion in the record. 
My name is Blood. And I represent the firm here in Washington. 
We have submitted a statement for inclusion in the record, Mr. Chair- 
man. 

The Cuarrman. A statement for Mr. Louis Dreyfus? 

Mr. Buoop. Mr. Dreyfus, yes. 


The Cuatrman. You have presented a statement ? 

Mr. Boop. It is presented for inclusion, Mr. Chairman. 
The Cuarrman. Allright. 

The statement will be inserted in the record. 

(The statement referred to is as follows :) 


STATEMENT OF Louis Dreyrus Corp., New York, N. Y. 


Mr. Chairman and members of the committee, in reply to your letter of April 
28, 1958, inviting us to testify at these hearings on possible extension of Public 
Law 480, we want to thank you for giving us this opportunity to express our 
views on the subject. 

We are confident that title I of Public Law 480, in providing the means for 
making sales of United States surplus agricultural commodities for foreign 
currencies, has helped greatly in the disposal of these surpluses. We recognize 
that, in many countries, the lack of dollar balances would have prevented the 
many sales of United States agricultural commodities which have been made to 
date under this program, and we concur with the action taken by the Senate to 
extend title I for an additional 2 years at $1.5 billion per year. 

In connection with the movement of commodities by the private trade under 
title I of Public Law 480, we would like to point out to you gentlemen a recent 
administrative measure taken by the United States Department of Agriculture 
which we feel deprives us—as exporters of grains, oilseeds, fats and oils, and 
sundry commodities—of part of our normal function in the export business. 
We refer specifically—of the action taken by the United States Department of 
Agriculture in issuing procurement authorizations of a free-on-board or free- 
alongside-ship basis with separate authorizations being issued for ocean freight. 
This is absolutely contrary to the traditional method of conducting export busi- 
hess in grain. Under normal circumstances the exporter of grain agrees to de- 
liver the commodity to the foreign customer at a destination of his choice. 
Under the present system we are unable at most times to take advantage of 
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our own favorable freight situations, which incidentally often enables us to give 
the foreign buyer a more advantageous price and better service than might 
otherwise be possible. This situation has also forced some of the larger buyers 
under title I of Public Law 480 to open ocean freight sections, and has intro- 
duced foreign competition to established United States firms in the business of 
brokerage and ocean freight. It also places an additional burden on the buyer 
in that he must now bargain separately for ocean freight, a field in which some 
of the buyers under title I of Public Law 480 have had no previous experience. 
It creates situations by which the terms of a charter party are not in accord 
with the terms of the delivery of the grain, the buyer being penalized by having 
to pay costly demurrage charges. 

We bring this to your attention, not in the hope of obtaining remedial action 
through legislation, but solely for the purpose of pointing out one of the diffi- 
culties of doing business because of an administrative decision that we consider 
to be wholly unjustified and uncalled for. Many attempts have been made 
through the North American Export Grain Association to have the United 
States Department of Agriculture reconsider this action, but to date these efforts 
have not met with success. 

As to title II of Public Law 480, there is no question in our minds as to the 
great humanitarian value of the program which in so many instances has 
benefited the underprivileged people in undeveloped countries and which has 
helped to maintain the traditional generous reputation of the United States 
throughout the free world. 

Concerning title III of Public Law 480, and specifically the barter provisions 
of this section of the law: We are of the opinion, as we stated before at the 
Senate hearings held last year on this same subject, that the barter program in 
its original conception has been a most effective instrument for broadening 
world markets for United States agricultural commodities and that contrary to 
the contention of the United States Department of Agriculture the barter pro- 
gram did tend to increase total exports of these commodities. We believe that 
the announcement of May 28, 1957, has served to effectively kill the barter pro- 
gram. Notwithstanding the difficulty of doing business under the recent re- 
strictions placed on the program, we have undertaken several barter contracts 
in a sincere effort on our part to attempt to make the program work. Unfortunate- 
ly, our attempts to dispose of agricultural commodities acquired under these re- 
cent contracts are not meeting with much success. Due to the fact that any 
country for which a certificate of additionality is not required either has no need 
for any of these commodities or is unable to pay for them. In most importing 
countries where the importation is accomplished through private trade channels 
or government licensed importers, it is impossible to obtain such a certification 
of additionality from a government primarily because no government official is 
in a position to state that such importation is in addition to “normal” imports 
of a given commodity from the United States. In the few instances to date 
where we have been able to obtain a form of a certificate of additionality, the 
certificates have been unacceptable to the United States Department of Agri- 
culture because they have not conformed to the rigid and, to our minds, un- 
warranted specifications laid down by the United States Department of Agri- 
culture. We believe that in view of the position taken by the United States De- 
partment of Agriculture, legislation, such as was contained in the original Sen- 
ate bill, S. 3420, is needed to reinstate the barter program to a volume level at 
least comparable to the volume of business which was done prior to May 28, 1957. 

To summarize, we feel strongly that each of the parts of Public Law 480— 
namely, title I, title II, and title III—is a necessary program that has greatly 
aided in the disposition of United States surplus agricultural commodities. 
These programs must be extended and, in the case of title III, barter must be 
restored to its previous level. Any cutback in these programs is invariably re- 
flected in the export volume of surplus commodities. For example, the very 
large drop in volume in the barter program coincides with a drop in total United 
States exports of many millions of bushels of grain. One can only reflect that 
this situation serves to refute the position taken by the United States Depart- 
ment of Agriculture that barter sales were replacing cash sales. 

Once again, Mr. Chairman, we urge that your committee consider legislation 
to continue the good work of Public Law 480 and to correct the inequities of the 
barter program as it now stands. 


The Cuarrman. Is Mr. Irving Sverdlik present ? 
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Mr. Sverpirk. We do not have a written statement, sir, and would 
like to make an oral statement here. 

The Cuarrman. All right, sir. 

How about Mr. Bernard Jolies ? 

Mr. Jottes. My statement is very, very brief, sir. 

The Cuarrman. All right. 

Are there any other persons who would like to present statements 
now ¢ 

(No response. ) 

The Cuatrman. If not, we shall call on Mr. Irving Sverdlik. 

Are you in favor of the extension of Public Law 480 ¢ 

Mr. Sverpuik. Yes, sir; we are. 

The Cuarrman. Proceed. 


STATEMENT OF IRVING SVERDLIK, SECRETARY OF THE 
CALABRIAN CO., NEW YORK CITY, N. Y. 


Mr. Sverpurk. Sir, my name is Irving Sverdlik. I am the secre- 
tary of Calabrian Co., which is a barter contractor, which has worked 
with the United States Department of Agriculture on barter contracts 
for many years, since the beginning of the barter program. I believe 
we were one of the first barter contractors. 

If the Chairman will permit us, sir, having heard the references 
made in the interrogation of the previous witness testifying here, we 
would like to make a few comments with reference to some of the 
matters which were brought to the attention of the group, which I 
think, possibly, from our experience in this field, we may be able to 
clarify. 

There was a statement about $2 billion. That statement is in 
error. I think it crept inadvertently into this area. The total barter 
business, as we understand it, has been a little under $1 billion since 
the institution of the program. 

The Cuarrman. May I interrupt ? 

We know all of that. That has been submitted by the Department. 
I wish you to confine—and all of the other witnesses, if they will— 
their remarks to this proposed extension. 

Mr. Sverpurk. Mr. Chairman, the only reason I mentioned it is that 
I thought it was a misunderstanding 

The CuHarrman. Wecan go back and rehash all that. 

The Department can give us figures, month by month, on all the 
transactions. 

Permit me to ask this question : 

In your opinion, have any of these barter transactions, in any way 
interfered with normal business trade and commerce ? 

Mr. Sverpuik. So far as we know, sir, they have not interfered or 
displaced cash sales. 

It is possible, sir—we certainly do not say that there never has been 
a cash sale which has been displaced by a barter sale, but we invite the 
attention of the members of the committee to the testimony before 
either this committee or a subcommittee of this committee by Assist- 
ant Secretary Butz some months ago concerning the title I and title II 
programs. 

He was asked there: Do these programs interfere with cash sales? 
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And he said: Generally no. But occasionally it does. We certainly 
cannot prevent them from overlapping. However, that is no reason 
to destroy the title I or title II programs, because they are good pro- 
grams. We are in favor of them within limits and within congres- 
sional supervision, but occasionally it might overlap. 

We say, Mr. Chairman, that in the case of barter the advantages to 
the Government and to the Department of Agriculture in barter dis- 
> ae operations is greater for reasons which we heard expressed by 

r. Friedman a little while ago, and then the title I local soft currency 
transactions, and then the gift transactions. 

We are not opposed to title I or title II. Personally, we support 
them, but we point out that that argument, that there may be an 
occasional overlapping, is not a valid argument to destroy a program. 

Now, in general, our experience has been consistent with the testi- 
mony of Mr. Friedman of Standard Milling, and the testimony yester- 
day—through which we sat as observers—of Mr. Crofton of the Crof- 
ton Grain Co., and the officer of Continental Grain Co., that there is no 
displacement or no displacement of any substance; and that in their 
opinions, from their experience in the grain business, as experts for 
many years in that business, the barter program, if anything, increases 
net exports and assists cash sales, rather than not. 

The Cuarrman. The record substantiates such a statement as you 
have made—— 

Mr. Sverpir«. Yes, sir. 

The CHarrMan (continuing). As barter transactions have increased, 
dollar transactions have likewise increased 

Mr. Sverpuik. Yes, sir. 

The Cuarrman. As barter transactions have decreased, the dollar 
transactions have decreased ? 

Mr. Sverpirx. Those are the findings of the statistics of the Depart- 
ment of Agriculture, Mr. Chairman, as we read them. 

Now, Mr. Chairman, the issue was raised, and it seemed to us to be a 
highly pertinent issue, yesterday, as to whether or not this program— 
assuming this committee determines that the barter should be operat- 
ing—and it is not operating now—be a mandatory provision, or aod 
a mandatory provision be recommended or enacted, recommended by 
the committee and enacted by the Congress ? 

Our position on this very vital question is that unless such a man- 
datory provision does exist, there 1s no assurance whatever from the 
past history of the activities of the administrators in the Department 
that the program will ever be rejuvenated or reinstated. 

There is every evidence that this cash sales argument, which does not 
seem to be a valid argument, has been used to kill the program. 

We believe that anything short of a mandatory provision will be 
subject to loopholes in all probability, which may be found by the same 
persons who are violently opposed to the barter program, to get around 
the provision. 

Now we have recognized—and we do not say it naively—that it is 
reasonable for Congress to write a law saying, “Mr. Secretary of 
Agriculture, you must assign contracts totaling $500 million,” or 
anything. That would be outrageous, in our opinion, with all due 
respect to the committee and any other persons’ testimony here. 

That is not what we recommend; because we feel with them—and 
our experience, actually, is so contrary, where we negotiate on a com- 
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petitive level for years, for months, and sometimes for years, before 
we get a barter contract through with them—our experience is so 
reversed from the concept of forcl ing them to sign a contract—and the 
keen, competitive attitude toward the barter contractors within the 
barter division itself is such that it is hard for us to face this problem 
without realizing that the Secretary of Agriculture, of course, must 
have some discretion to make trades that are in the interest of the 
Government. 

But we suggest that, Mr. Chairman, in connection with a mandatory 
provision, possibly this committee should recommend standards which 
the Secretary must meet. 

And if these standards are met, then he should barter up to an 
umount designated by the Congress. 

Possibly the Congress should supervise the program and keep track 
of what is happening. 

With all due respect to this committee—and I do not know the 
answer to what I am suggesting now—I wonder if this congressional 
comittee or if any congression: al committee, knew that the adminis- 
trators in the Department of Agriculture were throttling the barter 
program ? 

The only way we heard about it—and we were in the business—was 
through rumors that came out that there seemed to be a slowdown in 
aw arding contracts. 

The Cuairman. May I interrupt you to say that the committee did 
know it, just about the time that it happened, May 28, 1957, and we 
invited officials of the Department to appear before us. They stated 
that they were not altogether opposed to barter transactions, but that 
the barter transactions, in the opinions of officials, were actually inter- 
fering with normal trade. 

Mr. Sverpurk. Well, Mr. Chairman, the point of our remarks was 
that we wondered if this committee knew that so-called discussions 
were being held on various levels—according to Mr. Berger’s testi- 
mony before this committee, in past testimony—during earlier months, 
prior to April or March, and that the Department of Agric ulture, 
administratively, in its own absolute discretion, had determined to put 
into effect certain regulations which, in effect—according to everyone 
in the business to whom we have spoken—terminated the program. 

We learned about it by the press release—within the day it was 
issued. 

We had heard rumors, and we knew contracts were not coming out. 

As far as we know, no one in the trade was consulted by the Depart- 
ment of Agriculture directly or indirectly, and we just wonder, Mr. 
Chairman—and that is w hy I made the pomt—whether this was some- 
thing which had been open. 

Now, Mr. Berger testified in the May 28, 1957, directive or press 
release—and I do not remember the exact wor ding—but that a com- 
prehensive set of conferences and a report and survey were being made 
of this problem, and that that directive was the basis of research and 
statistical studies and conferences within the Department of Agri- 
culture. , 

Yet, when Mr. Berger was interrogated on this very point, Mr. 
Berger’s testimony indicated that on July 16, 1957: 

There is no written record of the review on which this decision was based. 
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Then he said: 


As a result of some conferences at various levels, the facts “came into focus,” 
and we decided the thing to do was to terminate the program. 

He testified before this committee that there was nothing in writing 
at any level within the Department of Agriculture, apparently no 
memos, no indications, no recommendations, no statistics, and the 
program was thereupon killed with a press release directive which 
seems to indicate that there was some comprehensive study. 

The only time, to our knowledge, that any comprehensive study was 
disclosed followed, apparently, Senator Humphrey’s request to the 
Agriculture Department to furnish statistics. 

According to Senator Humphrey’s written report, which we have 
read, it indicates that the Department of Agriculture took 2 to 3 
months before replying to a questionnaire. 

That questionnaire’s statistics indicates the cash sales argument 
seems to be nothing, because cash sales and barter are shown to go 
up together, and to | go down together; and all the people in the trade 
say barter is actually one of the factors which help cash sales go up; 
and, unfortunately, without its assistance, caused it to go down when 
it was not around to bolster it. 

Now I mention this point, Mr. Chairman, in response, I think, to 
a comment or a question Mr. Hagen asked the witness relating to 
ODM’s control of this program. 

And the reason I do it, sir, that is on October 30, 1956, the Depart- 
ment of Agriculture issued an information bulletin and this is what 
it says—this is a direct. quotation—October 30, 1956, from a Depart- 
ment of Agriculture official document: 

The barter program has been in operation since 1950 and has proved well 
suited to Government procurement. Administration policy is directed to the 
expansion of barter procurement. 

Now, that was October 30, 1956. Very shortly thereafter, in 
November 1956, rumors started to reach us that the program was 
going 

The Ciaran. May I interrupt you? I do not know whether it 
is going to be beneficial to this committee to go into this testimony 
you are giving as to what transpired in 1956. ~ Your complaint is to 
the effect that you were not consulted. 

Mr. Sverpuik. No, sir. 

The CHarrman. We can understand that you were not consulted 
and did not know anything about it. Actually the Congress did not 
know anything about it until it came out. 

I think I can say for all members of the committee that they are 
in favor of barter. You said that you were in favor of barter. I think 
that is sufficient, and I think that we should move on, because we have 
10 or 15 additional witnesses to hear. 

If there is anything else that you wish to say, we shall be glad to 
hear you. 

Mr. Sverpirk. Well, I do have some points. I recognize the prob- 
lem of time. 

The Cuarrman. It is unfortunate but it cannot be helped, if every- 
one is given an opportunity to present their views. 

You are in favor of barter. Have you any suggested language? 

Mr. Sverpurk. Well, sir, I have a specific suggestion not phrased 
in legal terminology but we have e suggestions that we would like to 
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submit for your consideration as to how this mandatory directive 
might be considered or possibly could be tied in with a standard—— 

The Cuarman. Are your suggestions written out? 

Mr. Sverpuix. Well, sir, I have my own notes here. We worked 
last night in a conference of members of our company following the 
listening to the testimony here. 

The Cuamrman. What I mean is, do you have them in the form of 
recommendations for amendments to the law ? 

Mr. Sverpiik. Yes, sir. 

The Cyatrman. How long will it take you to submit them? 

Mr. Svervuik. You mean, say them or read them? 

The CuHarrMan. Yes. 

Mr. Sverpiik. I would say about 3 minutes. 

The Carman. You may proceed. 

Mr. Sverpiik. We suggest that a directive worded roughly as 
follows be considered by this committee: That the Secretary be di- 
rected to employ barter of surplus commodities as a prime disposal 
method for strategic or other materials where such barter starts out 
to exceed a fixed figure which for purposes of discussion we put in 
as $500 million a year based upon the past history of the barter pro- 
gram, falling close to $400 million a year, during the period in which 
the program was not operating at full blast or with the full blessing 
of the Department, this directive shall be operative under the cir- 
cumstances where materials which are offered for barter are sub- 
stantially less expensive to store, where they entail substantially 
less loss from deterioration, where the United States does not 
produce adequately for its own requirements the material, or 
where the requirements are specified for Government stockpiling 
and where such barter is offered at prices consistent with market 
prices existing at the time of the offer of such material. 

We further suggest any such legislation should indicate that no ma- 
terial should be excluded because domestically processed and that if 
material is available processed from domestic raw materials that the 
requirement occur that the processor or barterer import into the 
country equivalent material to replace the national supply. 

We also suggest for consideration that Congress determine, in order 
to settle these past sales arguments, that under existing legislation, 
and we believe that is the situation under existing legislation, that 
barter transactions comply with the provisions of this section and the 
requirements set up by this or the Congress be deemed to protect the 
assets of the Commodity Credit Corporation because by definition they 
are a transaction by Congress and so you do, and we suggest to you, 
Mr. Chairman, that our suggestions are a modification of the barter 
legislation, we are suggesting a weaker program than the present 
legislation. 

The present legislation is wide open, there is no limit on barter that 
the Department of Agriculture has, as we read the law, what they 
may do, there is no ceiling per year, there is no final termination date. 

We are suggesting that Congress get hold of this program, con- 
sider it, govern it, limit it to an annual ceiling, and see what it does 
during a year and then amend or change as required. 

The Cuatrman. May I interrupt? That is exactly what this com- 
mittee has done and what has prompted these hearings. 
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I agree, and I think that most of the members agree, that barter is 
a good program. Any suggestions you make about limitations are, 
of course, for this committee to consider and say whether or not we 
will invoke limitations. I do not see why there is any reason to im- 
pose a $500 million limitation, when we are not functioning at all. 

I might observe that I think it might be desirable to include in the 
report an expression of opinion in favor of the continuation of the 
barter program. Mr. Anfuso? 

Mr. Anruso. Mr. Chairman, I do not wish to get into any further 
argument with Mr. Hill, for whom I have the greatest respect, and 
therefore I am not going to ask any questions. 

Mr. Hin. Off the record. 

(Discussion off the record.) 

Mr. Anrvso. I do want to take this opportunity to congratulate 

ou, Mr. Sverdlik, for the very fine statement you have made. You 
eee presented a very learned statement, and I congratulate you. 

I also want to take this opportunity to say that “Mr. Cagliandro, 
who is the president of the company which you represent and who has 
been sitting here throughout these hearings, has done a tremendous 

job in trying to obtain ‘strategic material for the United States, and 

& has done an equally tremendous job in moving our agricultural sur- 
pluses. I believe that men of his type are pioneers, and they deserve 
our thanks. And I thank you very much for your statement, Mr. 
Sverdlik. 

Mr. Sverpuik. Thank you very much. 

Mr. Hagen. Mr. Chairman, might I ask a question ? 

The Cuarrman. Mr. Hagen. 

Mr. Hacen. With reference to language in the bill, would you ob- 
ject to a phrase that such activity shall be consistent with the healthy 
promotion of the domestic mining industry or something like that ? 

Mr. SvervurxK. | would not object to it. 

Mr. Hagen. You would not object to something like that? 

Mr. Svrerpir«. No, sir; I would not object to it. 

The Cuamman. Thank you very much for your statement. 

Our next witness is Mr. Bernard Jolis, vice president of the United 
States Industrial Diamond Corp. 


STATEMENT OF BERNARD JOLIS, VICE PRESIDENT, UNITED 
STATES INDUSTRIAL DIAMOND CORP. 


Mr. Jouis. Mr, Chairman, I am only going to take a minute of 
the committee’s time. 

[ am not in the grain business, and my company knows very little 
about grain because we are in the industrial diamond business. 

The United States Industrial Diamond C orp. has been engaged in 
the industrial diamond business for approximately 30 years. My 
company imports industrial diamonds from all over the world; blends, 
classifies, and subdivides them into the various end-use categories in 
order to supply the manufacturers of all types of diamond tools 
throughout the United States and Canada. 

Our company is wholeheartedly in favor of reactivating the bar- 
ter program for two basic reasons: 

(1) In order to achieve spectacular savings in storage charges on 
the agricultural commodities. The annual cost to store $100 million 
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worth of agricultural commodities is approximately $11 million as 
compared with an annual cost of $2,000 or less to store $100 million 

worth of industrial diamonds. I repeat : $11 million for agricultural 
commodities, $2,000 for industrial diamonds. 

(2) The barter program enables this country to acquire for its own 
treasure chest, one of the few vitally strategic materials which are 
not produced in this country, and it is my own and my company’s 
sincere belief that a country such as the United States with its vast 
mass-production economy can never have in its inventories too many 
industrial diamonds. 

In spite of the two above reasons, industrial diamonds are still not 
included among the strategic materials exchangeable for agricultural 
commodities, and that thought has occurred to us that the omission 
of industrial diamonds may have resulted from General Electric’s de- 
velopment of manmade diamonds which has been given such wide 
publicity. ead 

The report of the Panel on Industrial Diamonds of the Materials 
Advisory Board of the General Services Administration (MAB-120- 
C) supports this supposition. If this is so, we feel it only right that 
this important technological development be viewed in its proper per- 
spective. Even though GE’s manmade diamonds are today being 
produced at a subst: anti: ally higher cost than the natural product, it 

may be supposed that this cost will be reduced in the future. 

However, what may not be generally appreciated is that manmade 
diamonds cannot be likened to natural industrial diamonds as a dia- 
mond is envisaged by the layman. The manmade variety is so far in 
the form of powder only and, as such, can only be used when im- 
pregnated into a grinding wheel of some form or other, and in this 
state it will compare very favorably with only about two-thirds of 
the operations for which natural diamond powder i is also used. There 
is one-third of diamond grinding operations where manmade dia- 
monds will not, so far, perform adequately. However, diamond 
powder, whether manmade or natural, cannot be substituted for a 
whole stone. 

All hardness testing, wire drawing. boring and turning, grinding 
wheel rectifying; in fact, in the manufacture of practically all pre- 
cision instruments, a whole diamond stone is needed. This is equally 
true of the diamonds needed for deephole drilling in vital mineral 
and oil exploration. 

The industrial uses for which natural diamonds are required are 
no less vital to the national economy and defense than the uses which 
“manmade diamonds” serve, and for all these uses where manmade 

material cannot be used, the United States still remains dependent 
upon foreign sources. 

I would like to quote from the Report of the Panel on Industrial 
Diamonds of the Materials Advisory Board—M A B-120-C, page D-5: 

At present, the supply of natural industrial diamonds is not sufficient to meet 
demand. There are no significant reserve stocks. There is no reason to believe 
that this situation will improve, in view of the probable expansion in use of 
industrial diamonds, and in view of the exhaustible nature of mineral resources 


generally. In addition, strategically, the location of natural diamond sources 
is far from ideal. 








160 EXTEND PUBLIC LAW 480 


On the other hand, there are the present day some $25 million 
worth of industrial diamonds waiting to go into the stockpile through 
barter transactions, but we are not allowed to barter them. 

Thank you, Mr. Chairman; I am finished with my statement. I 
appreciate this opportunity. 

The Cuatrman. How long has it been since industrial diamonds 
have not been on the strategic list ? 

Mr. Jouis. They were put on the list July 9, 1956, and they were 
taken off the list in January 1957 without any diamonds having been 
acquired. 

The CHatrman. No diamonds were acquired under barter? 

Mr. Jouts. Yes, sir, they were; they were acquired in 1954, 1955, 
and early 1956, and then on January 9 of 1956 they were put on the 
list again of materials available for barter transaction but they were 
taken off the list in January and during that period from July to 
January none was acquired. 

The Cuatrman. What about since last May ? 

Mr. Jouis. None have been acquired, sir. 

The Cuatrman. How many do you have in the stockpile now? 

Mr. Jouis. I would not know; that is classified information. 

The Cuatrman. Thank you very much for your statement. Any 
questions ? 

Mr. Hitt. One statement or observation and one question. 

While I firmly believe that it costs too much to store farm sur- 

lus products and while at first glance it would not appear that would 
» the case of diamonds to which you were referring, would you put 
in the record later or can you answer now without checking up—if 
you are going to store diamonds, you certainly have a high insurance 
rate. You may not have any storage charges on the diamonds to 
amount to anything, but you certainly would have insurance. 

Mr. Jouis, I believe that is included in the figure I gave the com- 
mittee, sir. 

Mr. Hut. It is included. 

Mr. Joris. I believe it is. 

Mr. Hizx. You do not have any idea what the insurance charges are? 

Mr. Joxis. No; but that is included in the figure of $2,000 a year. 

Mr. Hix. One other question. I don’t know whether you men- 
tioned the fact, but I believe that diamonds are produced in only 1 or 
2 spots in the world. 

Mr. Jouis. That is right. 

Mr. Hi. I might observe that those of us who live in the inner 
portions of this country, shall we say, and who are a long ways from 
the shores, are more likely to be interested in the commodities nearer to 
us than products that are produced in far-off foreign lands and I 
think that we have to consider where you get those products. 

Mr. Jouis. Yes, sir. 

Mr. Hitz. And I cannot see much at all about this diamond problem 
that would affect farm products because I can only remember of one 
place where you can get diamonds, and I am sure that you could 
not go into Africa and trade farm products for diamonds. 

Mr. Joris. No, sir; we buy diamonds. 

Mr. Hitz. And that would go just to the commercial, the industrial 
part of the diamond enterprise owned by the Diamond Trust ? 

Mr. Joris. Well, we go out into the world market, sir. 
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Mr. Hitt. How many people are there engaged in—how many dia- 
mond organizations are there? If you are going to deal with a dia- 
mond organization, possibly there would be only 1 or 2? 

Mr. Jouis. Well, when you talk about diamond organizations, there 
is one, very largeone. However, diamonds are available in other parts 
of the world. 

Mr. Huw. Including Arkansas? 

Mr. Jouis. Well, theoretically. 

Mr. Hitz. You will admit that ? 

Mr. Joris. Yes; I will, sir—theoretically, Arkansas. 

Mr. Hix. That isall. 

Mr. Anruso. Mr. Chairman. 

The Carman. Mr. Anfuso. 

Mr. Anruso. Mr. Jolis, industrial diamonds are the type of strategic 
material that the Russians are trying to corned the market on, are 
they not? 

Mr. Jouis. They have been in the past. 

Mr. Anruso. And they are trying to acquire them wherever they 
can get them ; isn’t that so? 

Mr. Jouts. That is correct. 

Mr. Anruso. That is all I want, and thank you. 

Mr. Jolis, I do want to congratulate you and congratulate the United 
States Industrial Diamond Corp. for the help that you have given to 
this barter program and to congratulate you on your statement which 
will be given consideration by the committee. 

Mr. Joris. Thank you very much. 

The Cuatrrman. Thank you. 


Without objection, and by unanimous consent, the clerk is directed 
to insert into the record statements and other communications which 
have been filed with the clerk and which were addressed to me as chair- 


man. 
(Statements and communications referred to are as follows :) 


STATEMENT OF HON. GEORGE MCGOVERN, A REPRESENTATIVE IN CONGRESS 
FRoM THE STATE OF SoutTH DAKOTA 


Mr. Chairman and members of the committee, there are two surpluses con- 
fronting the American people today. One is the surplus of food—the so-called 
farm surplus. The other is the surplus of hungry human beings in all parts of 
the globe. 

The demands of true statesmanship will not have been met until we find a way 
for these two surpluses to cancel each other. 

We are not using very much of our intelligence and imagination when we wring 
our hands in despair over our bursting granaries, while all around us we are 
confronted by the grim specter of human starvation. 

If we would turn even a fraction of the brainpower that we use perfecting 
weapons of death to the constructive use of food, we would have to increase farm 
production instead of worrying about surpluses. 

Studies by the United States Department of Agriculture have demonstrated 
conclusively that if low-income families in the United States were enjoying the 
same diets as moderate-income American families, we would have to increase 
our farm production just to feed our own population. 

At a time of great national prosperity, it is easy to forget that millions of 
American families are subsisting on inadequate diets. Many a resident of the 
Nation’s Capital was shocked last winter when the local press disclosed condi- 
tions of malnutrition and outright hunger among schoolchildren within the 
shadow of the United States Capitol. 

It has always seemed especially tragic to me when hunger strikes a little child, 
or when it is added to the afflictions of the aged. Yet, even in abundant America, 
millions of our youngsters and our aging citizens are blighted by malnutrition. 
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Only one-fourth of the Nation’s schools are participating in the school lunch 
and milk programs. Yet, an appalling number of schoolchildren are hampered 
by meager, inadequate diets. 

At the other end of the age scale, our elder citizens are trying painfully to 
stretch social-security checks, modest savings or annuities over the inflationary 
gap that separates them from decent diets and adequate medical care. 

The problem of hunger in the United States is as nothing, however, compared 
to the grinding hunger that is the curse of 2 out of 3 people in the rest of the world. 

I have believed for a long time that aside from any moral considerations in- 
volved, our surplus food can be our greatest asset in our global competition with 
Soviet communism. 

The one American asset which the Russians envy above all others is our agri- 
cultural productivity. Certainly, the Russian leaders would not regard a food 
surplus as a handicap in their efforts to convert the world to communism. 

The Russians know that food is more powerful than guns in building friend- 
ships with the depressed nations of the world. 

I have no doubt that, wisely used, food will win more hearts in the battle against 
tyranny than will guns and bombs. 

It is still true that bread cast upon the waters will return to bless the giver. 

The constructive use of food will not only be a boon to American agriculture 
and a helpful ingredient in American foreign policy; it will help us discharge 
one of the great moral responsibilities entailed in world leadership. 

Providence has blessed America with vast quantities of fertile soil and sweet 
water. We cannot consider ourselves faithful stewards of this abundance unless 
we heed the cry for bread of others who are less fortunate. 

I am convinced that an injustice has been done the American farmer by those 
in high places who have penalized him for his efficiency and productivity. In- 
stead of forcing farmers off the land by deliberately dropping the farm price 
level, and, instead of cursing farm abundance, we ought to thank God for the 
skillful farmers and rich soil that have saved us from hunger. 

As long as I live, I will never forget the hungry faces of little children, the 
worried mothers, and the haggard fathers that were everywhere around me on 
a 3-week study tour that I made in the Middle East in 1957. It brought back 
Similar scenes of hunger that I had seen 13 years before among the people of 
southern Italy when I was stationed there as a World War II Air Force pilot. 
The brightest spot in that sad picture was the assurance we received that Ameri- 
can food distributed by churches and charitable groups including CARE was 
deeply appreciated by the people. 

One fact is certain. No one can witness the hunger that is the lot of most of 
the people of the world and ever again talk about farm surpluses. The real 
surplus that we ought to be meeting head on is the tragic surplus of men and 
women, boys and girls, whose outstretched hands are yearning for the food 
produced on America farms. 

We can do more to check the spread of communism among these hungry mil- 
lions by using our food resources than by giving them more and bigger guns. 
There is no case in world history of any nation that was well fed embracing 
communism. Communism feeds on hunger and misery. It has made its greatest 
gains not by force of arms, by by promising bread to the hungry. Why, then, do 
we devote so much of our foreign-aid dollars to guns, and so little to such food- 
using programs as Public Law 480, CARE, and CROP? At home, why do we do 
so little to counter the ravages of malnutrition? 

I suggest that we develop and expand the following five programs as steps 
toward a better utilization of food surpluses: 

1. A simple food stamp plan designed to make food surpluses available to 
needy American families ; 

2. An expanded school lunch and school milk program ; 

3. Greater exchange of America farm surpluses for foreign currencies 
under the principle of Public Law 480. This program enables countries with 
a dollar shortage to buy American farm surpluses with their own curren- 
cies. Wein turn use the national currency for constructive purposes in the 
country involved. In addition to the United States Government, religious 
and charitable organizations are now participating in this program. They 
distributed over a billion and a quarter pounds of surplus foodstuffs last 
year ; 

4, An expanded use of farm surpluses in needy countries through the Food 
and Agriculture Organization of the United Nations; and 
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5. A national food reserve to protect us against famine, pestilence, and 
war. This should be supplemented with a world food bank under the 
auspices of the United Nations. 

These are only a few of the steps that we might take in utilizing the surplus 
of food to decrease the surplus of hungry stomachs. 

The time has come when we have both the ability and the responsibility to 
convert food abundance into a telling attack on the ancient evil of hunger. 
Let us attack, then, with the same vigor and clear purpose that has sent us 
into battle against less challenging enemies in the past. 


STATEMENT OF BUNGE CorpP., NEW York, N. Y., CONCERNING THE BARTER PROGRAM 
UNDER Pusiic Law 480 


On behalf of Bunge Corp. I would like to thank this committee for requesting 
our views on certain aspects of the extension of Public Law 480. 

During the hearings conducted by the Senate Committee on Agriculture and 
Forestry during June of last year we had the privilege of being allowed to 
express Our views on the barter program. The experience gained in the 11 
months that have elapsed since the new barter regulations became effective have 
confirmed the views we expressed at the time, and we can do no better today 
than restate these opinions and add a few comments to bring them up to date. 

Our statement of June 21, 1957, read as follows: 

“We are in favor of the basic idea of exchanging perishable surplus agricul- 
tural commodities for nonperishable strategic materials which can be stock- 
piled indefinitely at a minimum of storage cost and represent a valuable asset 
in am emergency or for subsequent use by American industry in the face of our 
rapidly diminishing natural resources. 

“We are of the opinion that the barter program, as originally established, 
effectively contributed to the increase in the overall export sales of our burden- 
some agricultural surpluses. It has lately been contended that exports under 
the barter program have replaced sales which otherwise would have been made 
for free dollars, but we do not agree with this view. We believe that the in- 
centives offered by the barter program have resulted in increased sales of 
United States grains. Without this program, many such foreign sales would 
not have been made from this country but would have been made by competing 
countries. It is of course difficult to demonstrate this on any particular sale, 
but we are of the firm opinion that the overall increase in exports from this 
country during the last few years can, to a great measure, be attributed to the 
barter operations. 

“This program has provided an opportunity for the exporters to expand their 
markets for United States grain in the face of a buyers’ market throughout 
the world caused by increased food production by competing countries. 

“An important factor in the program is the commitment by the exporter to 
sell the agricultural commodities within a given period of time. This represents 
a substantial risk to the exporter, demanding an aggressive sales policy in today’s 
buyers’ market in order to fulfill such commitment. 

“The new program, as revised on May 28, 1957, unfortunately has so many 
restrictions that its effectiveness appears extremely doubtful. ‘The exporter is 
required to make a number of important determinations and accept certain 
obligations in advance of the commitment under the barter contract which are 
in most cases impractical, if not impossible. For example, it requires the desig- 
nation of the particular commodity to be exported and the specific country of 
ultimate destination to be named in advance. In the case of almost all the major 
importing countries, it requires that a showing be made that the specific sale will 
result in a net increase in the total United States exports to that country, 
whereas it is virtually impossible to substantiate the fact that any particular sale 
results in such net increase. 

“The present regulations further require that the exporter provide assurances 
that the commodity will not be resold by our purchaser abroad to any other 
country even though friendly. This restriction is such an obstacle to the natural 
flow of commodities in free world trade channels as te normally prevent the 
sale, or if the sale is made, it places the impossible burden of policing it on the 
shoulders of the exporter. These and other unrealistic requirements combine 
to make the present program so restrictive in practice that, in effect, it is 
unworkable. 
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“If the barter program is to be continued as an effective mechanism for the 
disposal of agricultural surpluses, we recommend that consideration be given 
to an immediate reappraisal of the current regulations. We submit that the 
export trade concerned with this program could be helpful in formulating a 
workable procedure.” 

Experience has proven that the views we expressed at the time were 
substantially correct. 

In your letter inviting us to appear today before this committee the question 
is asked: “Has the barter program interfered with cash sales for exports?” 

We believe it has not. We are aware that persuasive arguments can be pre- 
sented in support of both sides of the question. It can be argued, for instance, 
that during 1957 certain commodities, sold by CCC under barter arrangements, 
could just as well have been sold for cash. At the same time one could support 
the contention that since the contraction of the barter program United States 
sales abroad have diminished to an appreciable extent, while those of competing 
countries have in some cases improved. 

If, therefore, in the face of these contradictions we state our belief that the 
barter program has not interfered with cash sales for export, we do so because 
our day-by-day market experience shows that the incentives and selling pressures 
developed through the barter program have undoubtedly contributed to the 
increased sales of United States commodities and that without this program, a 
great number of foreign sales would not have been made by this country but 
would have been made by competing countries. 

Should it be found necessary to adhere to the barter program in its present 
form we would like to close with two recommendations which we believe would 
contributed to a more workable barter program without substantially conflicting 
with the current policies of the Department of Agriculture. 

The first suggestion is that no proof of additionality should be required on 
sales of commodities to those countries where a title I agreement has been en- 
tered into. Such additionality would be automatically assumed for a deter- 
mined period of time thereafter. 

We further recommend that no proof of additionality be required wherever 
the agricultural commodity is shipped to the same country which supplies the 
stockpile material under the same barter contract. 

Thank you for the opportunity to express our views. 





Howarp Corton Co., 
Dallas, Tex., May 1, 1958. 
Hon. HAroiD CooLey, 
Chairman, House Committee on Agriculture, 
House Office Building, 
Washington, D.C. 

Dear Sir: I wish to go on record as favoring House bill H. R. 10487. 

For your information, Howard Cotton Co., of Dallas, Tex., is an American 
corporation which during the last several years has been the largest exporter of 
cotton to Canada. 

The barter provisions included in H. R. 10487 will, in our opinion, tend to 
increase the amount of American cotton we export to Canada, and have a bear- 
ing on the cost that could in some instances be the deciding factor as to whether 
our clients would buy American or foreign growth cotton. 

Therefore, I endorse and support your bill H. R. 10487 and hope it will be 
acted upon favorably. 

Sincerely, 


Q. B. Cursy, President. 


VOLKART Bros., INC., 
New Orleans, La., May 1, 1958. 
Re H. R. 10487 
Hon. HAaroip CooLey, 
Chairman, House Committee on Agriculture, 
New House Office Building, Washington, D. C. 
Dear Sir: We have before us H. R. 10487 which we understand will shortly 
come up in the House Committee on Agriculture. 
We fully endorse the proposed legislation and would like to express our views, 
in particular with respect to the provisions directing the Secretary of Agricul- 
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ture to expand barter operations involving agricultural commodities owned by 
the CCC, that such barter operations have contributed to an increase in cotton 
exports. Not only has the procurement of strategic materials in foreign coun- 
tries increased their dollar earnings which, in turn, has a beneficial effect on 
such countries’ ability to buy American cotton and other farm commodities, 
but the special barter arrangements which cotton shippers have enacted into 
have made sales to approved free dollar destinations possible which otherwise 
might have gone to other cotton-producing countries. As one example we men- 
tion Australia where on several occasions we lost out on export sales to Mexico 
until our barter arrangements enhanced American cotton’s competitiveness. 
As a consequence, exporters, like ourselves, who have entered into barter ar- 
rangements with importers of strategic materials, not only have succeeded in 
securing additional export sales, but we were also induced to bid more aggres- 
sively when buying cotton from the CCC under its sales for export program 
in order to make sure of making the purchase from CCC to fulfill our barter 
committments. It goes without saying that such aggressive bidding has bene- 
fited the CCC in the final analysis. 

We hope that you will be able to rally sufficient support for H. R. 10487 among 
your colleagues, and with our best wishes for a successful campaign in the fall, we 
remain, 

Very truly yours, 
Kurt Mutter, Vice President. 


Cook & Co., INc., 
Memphis, Tenn., May 1, 1958. 
Hon. Haroip Coo.ey, 
House Office Building, 
Washington, D. C. 

Dear Mr. Coorey: Bill H. R. 10487, which was introduced by you, in my 
opinion is most timely and I hasten to advise that I am heartily in sympathy 
with the aims of this bill. 

In my opinion the barter program has led to an expansion of the distribution 
of surplus agricultural products as it has encouraged buyers to go into the market 
when CCC stocks were offered, laying in supplies which they felt would move to 
countries where such barter arrangements were possible. 

The barter arrangements with the various countries have allowed them to 
come into the market to buy such surplus products when otherwise I am sure 
their purchases would have been reduced. 

With kindest regards, I am, 

Sincerely yours, 
EVERETT R. Coox. 


H. Mo3seEn & Co., 
Dallas, Tewv., May 2, 1958. 
Hon. HARoip Cootey, 
Chairman of the House Committee on Agriculture, 
Washington, D. C. 


DEAR MR. CooLey: It has come to our attention that you have introduced bill 
H. R. 10487 which contains a proposed expansion of the barter operations. Since 
we are cotton exporters we feel that we are qualified to express our view on this 
bill. There is no doubt in our mind that the barter operations against strategic 
materials have greatly helped to increase the export of agricultural products 
and particularly cotton. Writer feels qualified to make this statement since he 
visited Australia among other countries last year. He personally was able to 
make substantial sales of cotton to Australia which were purely due to applying 
a barter operation. Otherwise such sales would not have taken place. 

There is no doubt that due to barter and the ability to buy our agricultural 
products at a discount, a substantial increase in exports of American cotton has 
taken place. 

We strongly feel that other countries would be similarly affected and we there- 
fore wish to inform you that we strongly endorse the adoption of your bill which 
we understand is coming up in the House Committee on Agriculture some time 
next week. 

We may furthermore add that we have bought special lots from the CCC in 
order to apply such cotton on a barter transaction. If we had not had barter 
facilities we assure you that we would not have bought these additional lots of 
cotton from the CCC, 
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Talking from firsthand experience, as stated above, the barter operations have 
contributed to a net increase of exports of cotton since the procurement of stra- 
tegic materials from abroad have increased the dollar earnings of such countries 
who are producing these strategic materials. The dollar earnings have then 
been used to buy cotton and other commodities in the United States. 

We greatly appreciate your efforts in sponsoring bill H. R. 10487 and remain, 

Respectfully yours, 
Cart A. ALBRECHT. 


PutrpPp Bros. OrE Corp., 
New York, N. Y., May 5, 1958. 
Re Public Law 480 
Hon. Harowp D, Coo.ry, 
Chairman, House Committee on Agriculture, 
House Office Building, Washington, D.C. 


DreaR Stk: We are advised that public hearings on Public Law 480 will com- 
mence today and possibly continue throughout this week. 

We are interested in reiterating the endorsement given to the Honorable Allen 
J. Ellender, chairman of the Senate Agricultural and Forestry Committee, to the 
effect that we support the barter program as proposed under title III of this bill. 

We are confident that your hearings will enable all facts to be presented which 
should show that the so-called barter program is good business both for the 
United States and for many foreign countries. 

Yours very truly, 
J. L. Feery, Vice President. 


AMERICAN COUNCIL OF LEARNED SOCIETIES, 
New York, N. Y., May 5, 1958. 
Hon. Harorp D. Coorey, 
House of Representatives, Washington, D. C. 


Deak Sim: I am writing to support H. R. 11906, submitted by Congressman 
Dingell as an amendment to the Agricultural Trade Development and Assistance 
Act which I understand your committee expects to consider shortly. Mr. Din- 
gell’s amendment permits the use of counterpart funds for the analysis of for- 
eign books and periodicals to determine whether they would provide information 
of technical, scientific or educational significance in the United States, for the 
cataloging, registry, abstracting and translating of such works, and for the 
acquisition of such materials for deposit in research libraries in the United 
States. 

Not only does this appear to me to be a perfectly proper use of counterpart 
funds, but the proposal, if enacted, would form the basis for one of the most 
significant developments in the exchange of scientific and cultural information 
in years. For many strategically important areas of the world, the United 
States has very few experts, and there is no well-developed system of registering 
and cataloging books and periodicals from these areas. The few specialists we 
have do not have the facilities or the manpower to keep fully informed on all 
the developments abroad, and even where library funds are available, acquisition 
of the material is often haphazard. The problem of reading, abstracting and 
translating these materials is well beyond our resources of trained manpower for 
many parts of the world. This program would permit us to use the resources of 
the foreign countries in a very effective way. Foreign personnel, with guidance 
from American personnel, would do the bulk of the work. Their efforts would 
improve knowledge within their own countries, as well as providing us with the 
information we need. Our prestige would thereby be enhanced abroad: particu- 
larly would we counter the charge that Americans are interested only in material 
things. 

The provision for the careful acquisition of materials and their deposit in ap- 
propriate research centers in the United States is equally important. This is, 
indeed, the principal objective of the program. It would greatly enrich our 
research resources and encourage the further study of many strategically 
important foreign areas. It would encourage younger scholars to learn the lan- 
gages and to pursue the study of these new materials. 

As you may know, the ACLS has been interested for many years in improving 
American understanding of all parts of the world. Our organization has pio- 
neered in the promotion of Japanese, Chinese and Slavic studies, and in the sci- 
entific study of linguistics. We have an existing program for the preparation 
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of textbooks, dictionaries and graded readers for the study, by Americans, of 
Oriental languages for which such materials do not exist. We have prepared 
10 volumes for the study of American English by speakers of foreign languages. 
Regarding the present proposal of Congressman Dingell, I am delighted to see 
this evidence of interest and I urge your committee to give it every consideration. 
Yours very truly, 
FREDERICK BURKHARDT, President. 





NATIONAL COUNCIL OF FARMER COOPERATIVES, 
Washington, D. C., May 6, 1958. 
Hon. Haroitp D. CooLey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: It is our observation that activities under the Agricul- 
tural Trade and Development Act have exterted a constructive multiple leverage 
on our foreign economic policy. We support the principles and purposes of the 
act until it can be demonstrated that it no longer contributes constructively to 
our domestic and foreign economic policy ; and urge its extension by appropriate 
authority and with appropriate funds for its activities from time to time as 
results may warrant. It is obvious that private traders cannot command the 
dollar exchange in trade with foreign governments necessary to move a sufficient 
volume of our agricultural products in world commerce. Dollar exchange has 
been freed for capital goods and industrial purchases by the creation of this 
additional exchange for trade in agicultural products. 

The act has— 

1. Promoted economic development in underdeveloped countries to increase 
payrolls and purchasing power, diversification and economic balance. 

2. Converted abundant agricultural resources into an American asset in inter- 
national economie and political relations. 

3. Conserved dollar exchange both here and abroad for industrial purchases 
and other uses. 

4. Accustomed the people of contracting countries to a higher standard of living, 
and, if this is continued, will develop a permanent effective demand for more food 
and fiber products, hence contribute to market development. 

5. Promoted convertibility of foreign currencies on a constructive basis. 

6. Contributed to stockpiles of strategic materials. 

7. Contributed materially to relief activities of private organizations which 
devote voluntary efforts to decentralized distribution of foodstuffs. 

8. Spurred private export of farm products. 

9%. Leveled off and reduced the accumulation of public and private surplus farm 
products in this country. 

Objections to this program have come from a few countries which export a very 
large proportion of their agricultural production, in some cases 90 percent of 
the total production, and whose agricultural products are a dominant part of their 
total exports. In contrast, 90 percent of our agricultural production is consumed 
at home and agricultural exports constitute about 25 percent of our total exports. 
The answer to their problem is more balanced economic development and indus- 
trial diversification at home, to increase the domestic demand and consumption 
of their own agricultural products. As a matter of fact, several countries, 
formerly heavy suppliers of competitive agricultural products, have become 
importers of American farm products, since embarking on economic diversifica- 
tion under our economic-aid program. 

The overall approach to the worldwide agricultural problem is to even out pro- 
duction and distribution which are too thin in some areas and too thick in other 
areas, through more diversified economic development and the trade resulting 
therefrom. 

We believe the multiple values of operation under this act can be measurably 
increased by provision for additional disposal of accumulated currencies, through 
sale and loan, to private industrial and trading concerns, operating in the area 
of the currency origin. 

We believe that the maximum amount of foreign currency acquired from sales 
under this act, after providing for United States Government expenditures, 
including market-development projects, in the country of origin, and for loans to 
the local government for internal public-improvement projects, should be made 
available under the Export-Import Bank through established banking channels, 








168 EXTEND PUBLIC LAW 480 


for loans and sales to American private enterprise, and then to foreign private 
enterprise for industrial and commercial development. This would constitute 
primary economic development, the basis for all lasting market development in 
both foreign and domestic trade. 
Sincerely yours, 
Homer L. BrRINKLEY, 
Executive Vice President. 


NaTrIonaL Cigar Lear Tosacco ASsocraTION, INC., 
Washington, D. C., May 6, 1958. 
Hon. Haroxp D. Cooter, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 


Deak Mr. Cooter: It has been noted that the House Committee on Agricul- 
ture is meeting this week for consideration of Public Law 480. 

At a meeting of the officers and directors of the National Cigar Leaf Tobacco 
Association, Inc., on January 7, 1958, the following resolution was unanimously 
adopted : 

“Be it resolved, That the National Cigar Leaf Tobacco Association hereby en- 
dorses and approves the purposes and operation of Public Law 480, and strongly 
recommends a continuation of the sale of surplus agricultural commodities for 
foreign currencies as a means of effectively supporting and expanding our foreign 
trade and improving our domestic economy.” 

We will appreciate your advising the members of your committee as to the 
viewpoint of the National Cigar Leaf Tobacco Association in connection with this 
important legislation. 

Thanking you for your continuing interest in the problems of tobacco, I am, 

Cordially yours, 
ARTHUR Y. Luioyp, Executive Director. 


NATIONAL GRANGE, 
Washington, D. C., May 6, 1958. 
Re National Grange support for extension of Public Law 480. 


Hon. Harovp D, CooLey, 
Chairman, House Agriculture Committee, 
House Office Building, Washington, D. C. 


Dear Mr. CHAIRMAN: The National Grange supports in principle pending leg- 
islation before your committee to extend Public Law 480, known as the Agricul- 
tural Trade Development and Assistance Act of 1954. This support is based on 
action taken by our delegate body assembled in annual session at Colorado 
Springs, Colo., in November 1957. The language of the resolution adopted by 
this delegate body is as follows: 

“Whereas Public Law 480 was proved to be an effective instrument in enabling 
United States surplus agricultural commodities to be marketed in foreign coun- 
tries which otherwise could not purchase such commodities because of the lack 
of dollar exchange ; and 

“Whereas Public Law 480 offers tremendous opportunities for developing new 
and expanded markets and for the carrying out of market development activi- 
ties ; therefore be it 

“Resolwed, That the National Grange support an increase in, and extension of, 
Public Law 480, and recommends that a greater use be made of the local cur- 
rencies for market development work.” 

The National Grange executive committee, meeting on January 17, 1958, fur- 
ther spelled out the details of National Grange policy in this field with these 
words: “The committee instructed the staff to support extension of Public Law 
420, preferably for a 2-year period, with a provision for authority to use the funds 
for a reasonable period beyond the period for which the actual authority for 
sales is granted.” 

The National Grange, therefore, urges your committee and the Congress to 
approve authority for a 2-year extension of Public Law 480 instead of a 1-year 
extension at a level of $1.5 billion for each of the 2 years. There is no question 
in our mind but what the act will serve a highly useful and currently vital 
function for at least 2 more years. By granting now a 2-year extension of au- 
thority for the act, the administration of the act can be planned and implemented 
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on a more efficient and effective basis than would be true under a 1-year 
extension. 

Careful estimates by responsible groups indicate that, barring a crop failure, 
agricultural surpluses may well continue to be a prime national problem for 
several years, regardless of programs designed to curtail production. It is our 
feeling that these surpluses may well amount to nearly $2 billion a year for 
another 4 or 5 years. 

This points up the possible need for a Public Law 480 type of program for more 
than the 2-year period we have recommended. It is our feeling, however, that 
it would be wise to take a careful look at the situation 2 years from now, and by 
planning for this legislation to expire at that time, such an appraisal will 
automatically take place. 

There is danger, of course, in Public Law 480 becoming sort of a permanent 
part of our foreign trade and development policy. The Grange feels that it 
should not become a permanent program, and that we should all look forward 
to the day when its usefulness will have been largely spent. 

For the time being, however, we see these values in the program, aside from 
market-development features, which we have already mentioned. 

1. It puts United States surplus farm commodities to good use in assisting 
underdeveloped countries to develop projects which employ people, build buying 
power, and add stability to the recipient nation’s economy. 

2. To the extent that United States surpluses are disposed of, the surplus 
problem here at home is eased. 

3. Increasing normal trade for dollars over the years, through private trade 
channels, is one of the more basic values that we will realize from this program. 

4. Public Law 480 will unquestionably tend to make the foreign currencies 
involved somewhat more convertible. 

5. To the extent that Public Law 480 counterpart funds are used by our 
Government where dollars would otherwise be used, we are thereby spending 
troublesome surpluses rather than dollars. 

6. This program can and will contribute materially to the furtherance of 
global United States political relations in addition to economic motives. 

7. Stockpiling of strategic materials resulting from Public Law 480 program is 
an important outgrowth of the program. 

Getting back to the market development feature of the program, we feel also 
that your committee and the Congress will want to consider again seriously em- 
phasizing the ‘“‘market development” features of the program in such a way as to 
dispel any doubt on the part of the administrators of the act of the intent of 
Congress. 

The Grange, furthermore, strongly concurs in the position of the Congress as 
heretofore expressed through the reports of both the Senate and the House Com- 
mittees on Agriculture relating to Public Law 480 and in the report of the 
conferees dealing with the bill concerning the sale for foreign currencies of plen- 
tiful farm commodities or products not under price support or in the hands of 
the Commodity Credit Corporation. 

For instance, in the report of the Committee on Agriculture of the House last 
year, it was stated: “To effectively stimulate and facilitate foreign trade in these 
commodities and products, and to further the policy of Congress as declared 
by section 2 of the act, necessitates full recognition by the Secretary of Agricul- 
ture and other administrative officials of the intent of Congress to make any 
surplus agricultural commodity as defined in the act eligible for sale under the 
authority of the act, whether or not the Commodity Credit Corporation owns 
or has acquired stocks of such commodities under price-support programs.” 

The committee further admonished the Secretary that “substantial market 
potential exists in many countries of the world for our surplus agricultural 
commodities which are not under price support or which are not acquired by the 
Commodity Credit Corporation, and every effort should be made by the Secre- 
tary to utilize the authority of this act to assist in the development of markets 
for any surplus agricultural commodity and its products and to authorize the 
sale thereof whenever a market potential exists or appears to exist.” 

The report of the Senate Committee on Agriculture and Forestry, in extending 
Public Law 480 last year, reiterated its previous position on this matter through 
a colloquy between the then Assistant Secretary of Agriculture, Earl Butz, and 
Senator Holland to the effect that the fruit industry representing a nonsup- 
ported commodity, or any other similar agricultural commodity, should not be 
penalized simply because it does not ask for price supports and has not permit- 
ted its products to get into Government hands or to be supported by loans. 
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The conferees committee dealing with the extension of Public Law 480 last 
year declared it to be the intent of Congress “that all surplus agricultural com- 
modities, regardless of the kind, will be made available for sale under the act 
without the imposition of conditions which would prevent or tend to interfere 
with their sale. Rather than in any way seek to discourage or impede sales of 
surplus commodities, their sale should be emphasized, if it appears that by such 
sale under this act, a future market for dollars in the regular course of inter- 
national trade may be established for such commodities.” 

Respectfully yours, 
HERSCHEL D. Newsom, Master. 


AMERICAN SOYBEAN ASSOCIATION, 


Hudson, Iowa, May 7, 1958. 
Hon. Harorp D. Cootry, 
Chairman, Committee on Agriculture, 
House of Representatives, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN COooLey: I note that hearings are being held this week on 
bills to extend Public Law 480 (the Agricultural Trade Development and Assist- 
ance Act of 1954). Soybeans are not on the list of commodities available for 
sale under Public Law 480, but the American Soybean Association hereby requests 
that we be placed on record as strongly endorsing the continuation of Public Law 
480 and the expansion of it during the next 2 years. Soybean oil, along with 
cottonseed oil and other fats and oils, have been available for sale under Public 
Law 480, and rather large quantities of them have been moved into countries 
which otherwise could not have purchased these commodities. This movement 
has been of material value to our industry, and we hereby request continuation 
of the law for another 2 years. 

It is my understanding that you have a large number of spokesmen for organi- 
zations who are going to testify in favor of this bill. On that basis we will not 
request time before your committee, but we do ask that you record us as being 
strongly in favor of continuation of Public Law 480. 

We would like to call to the attention of the members of the committee the 
urgency of passage of this bill at an early date, so that the benefits from it can 
show up in returns to the farmer during the harvest season of 1958. Last year 
the bill was passed so late that by the time the negotiations had been completed 
and sales made practically all commodities had passed out of the hands of pro- 
ducers, and thus any price gain accumulated through the actions of this bill was 
not passed on to the farmer but was merely relayed to the processors and handlers 
of the commodities. It is extremely important that the bill be passed at an early 
date, in order that the negotiations for sales may continue on an uninterrupted 
basis, and thus the returns from the bill transmitted back to the farm level. We 
do serviously urge your early attention to this bill. 

Very truly yours, 
Gro. M. STRAYER, 
Executive Vice President and Secretary-Treasurer. 


MARYLAND FARM BurEAv, INC., 
Baltimore, Md., May 8, 1958. 
Hon. Haron D. Coo.ey, 
Chairman, House Agriculture Committee, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN CooLEy: I am writing you in support of S. 3420 which is 
an extension of Public Law 480. I endorse this as passed by the Senate with 
the exception of the provision to make cotton manufactured goods eligible. 

Public Law 480 has been most helpful in expanding farm markets abroad and 
we urge that it be continued on a sound basis. 

Thank you for your consideration of our wishes. 

Sincerely, 
C. E. Wiser, Jr., Secretary-Treasurer. 
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MONK-HENDERSON ToBacco Co., INc., 
Wendell, N. C., May 8, 1958. 
Hon. HaAroip D. CooLey, 
Chairman, House Agricultural Committee, 
House of Representatives, Washington, D. C. 

Deak Mr. CHAIRMAN: Our firm has been in business over 40 years exporting 
flue-cured and other United States tobaccos to countries in all areas of the 
world. 

You know the importance of the export markets to the flue-cured tobacco pro- 
ducers and we would like to take this opportunity of impressing upon you the 
growing need for actions on the part of the Government to assist in every way 
possible in the maintenance of this export market. We would like to strongly 
urge your committee to do everything possible to encourage the development of 
a program which will encourage the barter of United States tobaceo for raw 
materials in foreign countries. For the last 4 or 5 years we have become more 
and more concerned regarding the difficulties that are arising in the sales of 
our tobaecos abroad. We feel it has now reached the stage that unless some- 
thing is done we will lose a substantial part of our markets abroad in the very 
near future. Bartering is one of the ways that will permit us to sell more 
tobacco. 

Every other country is bartering and using other ways and means, includ- 
ing strong governmental support, to sell tobaccos in competition with our to- 
baccos. 

Therefore we feel we cannot urge your committee too strongly to take affir- 
mative action on the barter and Public Law 480 programs. We respectfully 
request that your committee do everything possible to help in forestalling the 
loss of these markets. 

Sincerely yours, 
J. J. HENDERSON, Sr., President. 


WASHINGTON, D. C., May 8, 1958. 
Hon. Harotp D. CooLey, M. C., 
House of Representatives, 
Washington, D.C. 

Dear Mr. CHAIRMAN: The Tennessee Products & Chemical Corp., of Nashville 
has asked me to tell you of its interest in the barter provisions of Public Law 
480 which your committee is now studying. 

We are processors of various ferroalloys and in the past actively processed 
strategic ores which were obtained in exchange for surplus agricultural com- 
modities. 

We are informed by our brokers, who are expert in the matter, that the barter 
provisions by giving them greater flexibility, have actually aided cash sales 
of surpluses. 

In any event I felt that you would like to know that a substantial southern 
enterprise has found the barter program valuable and would like to see it 
continued in as effective way as possible. 

With best personal regards, 

Sincerely, 
CHARLES ALLDREDGE. 


TExas MINE, MILL AND SMELTER WORKERS UNION, 
I. U. M.M. &S8. W. (C.1.0.), 
LOcAL No. 412, 
Laredo, Tex., May 8, 1958. 
Hon. Joz M. KILcore, 
Representative, 15th Congressional District, 
House Office Building, Washington, D. C. 

DEAR HONORABLE Mr. KiLtcoreE: Thank you for your letters of April 28 and 
May 1, telling us of the bill which will be studied in the Agriculture Depart- 
ment. 

We wish you to know that, although 45 of us are working now, in about 
2 weeks time, we shall be without work again. Last year, there were 100 of 
us working all year long. In January, February, and half of March of this 
year, we did not work atall. Therefore, we are in a critical situation. 
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Is it not possible to arrange at this time for exchange of wheat for antimony 
metal made in this smelter at Laredo, with ores that come from Mexico? That 
would make possible steady employment for more of us than are now working 
part time. 

Although we are not sure we understand the copies of the bills you sent us, 
it would appear that Senate bill 3420 would not help our situation as it would 
not permit antimony to be made in the United States for barter contracts. 

Respectfully yours, 
Rosenpo R. RopRIGUEz, 
President. 
Jos—E MA. GALLEGOs, 
Secretary-Treasurer. 


LAREDO CHAMBER OF COMMERCE, 
Laredo, Tex., May 6, 1958. 
Hon. Joe M. K1InGore, 
United States House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN KILGORE: We have been considering the information which 
you sent in your letters of March 28 and April 10 with respect to the operation 
of the antimony smelter in Laredo. 

According to our understanding of the Department of Agriculture’s position, 
two factors are present which make difficult the granting of new contracts under 
barter stockpiling authorization. Those two factors—which arose as of May 28, 
1957—appeared in the Department of Agriculture’s press release. In order to 
qualify for further contracts, the metal must be (1) processed in a foreign coun- 
try, and (2) be exchanged for goods which would be considered additional for 
the country or area involved. 

Under standards laid down in the press release of December 24, 1957, it is 
noted that Mexico, insofar as wheat is concerned, is in group 1, and, therefore, it 
is not necessary that the agricultural commodities be certified to.be additional. 
Therefore, should a contract be written for the exchange of wheat, the second 
of the factors mentioned above would be met. 

With respect to the first factor, according to the testimony given to the Ellen- 
der committee, as published in Report No. 1357 for the 2d session of the 85th Con- 
gress, the requirement for the processing of the metal in a foreign country was 
added by the Secretary of Agriculture in May 1957, with no change in the present 
law, in an effort to meet the requirements of the provisions for the protection of 
the funds and assets of CCC. The result has been, according to the same testi- 
mony, that the volume in barter contracts has dropped to zero. 

Although we do not wish to press this matter unduly, yet it occurs to us that 
possibly, in view of the fact that surplus staples—such as grains—are begin- 
ning to mount upin the United States warehouses, requiring special cost for ware- 
houses, and running the risk of deterioration, the Secretary of Agriculture would 
decide it would be to the best interests of the CCC to review that position and 
undertake, where possible, to exchange those agricultural commodities for such 
as antimony metal. It might be deemed to the best interests of the country to 
waive that requirement for foreign processing in order to move some of the 
perishable cereals. 

We are most interested in hearing the results of your discussion with the official 
of National Lead Co. 

Senate bill 3420 would not seem to help the situation, insofar as the Laredo 
smelter is concerned. House bill 10487 would be very helpful as it would provide 
specific authorization for domestic processing of the foreign materials. 

Yours sincerely, 
CARLTON C. WHITWORTH, 
Chairman, Industrial Development Committee. 


NATIONAL LEAD Co., 
New York, N. Y., April 24, 1958. 
Hon. Jor M. KItcore, 
Member of Congress, 
Washington, D. C. 

My DerAR CONGRESSMAN: AS promised during my visit to your office with Mr. 
M. P. Hottel, manager of our Washington office, in response to your request for 
information as to what steps are required to get our Texas mining and smelting 
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division plant in Laredo, Tex. back in full operation, we have prepared this 
statement to outline for you the current situation at Laredo. 

For several years prior to December 1957, we operated our Texas mining and 
smelting division plant at Laredo fairly continuously, producing antimony, most 
of which was disposed of through barter with the United States Department of 
Agriculture in exchange for surplus agricultural commodities for export to 
friendly nations. In bartering this metal we discounted the published domestic 
antimony price and out of the reduced price paid a brokerage fee to the grain 
broker who arranged the sale and export of the agricultural commodities. 

We completed our last antimony barter contract with the Department of Agri- 
culture, Commodity Stabilization Service, last January, and because we were not 
able to negotiate a new barter contract we were forced at that time to dras- 
tically curtail operations. Unfortunately, present regulations make it impossible 
for us to obtain a new contract because the antimony metal produced at our 
Laredo smelter from Mexican ores is no longer eligible for barter since it is 
domestically processed. Moreover, we cannot currently produce antimony at 
Laredo at a cost which enables us to sell it in competition with imported an- 
timony, despite a 2 cent per pound import duty. We can operate presently only 
spasmodically on a reduced scale. 

In April 1957, the Department of Agriculture suspended barter operations and 
on May 28, 1957, issued a new set of regulations governing barter (copy attached). 
Very simply these regulations provided: 

1. Contractor must satisfy Commodity Credit Corporation that a proposed 
barter transaction will mean a net increase in United States exports of the 
agricultural commodity involved. 

2. Exports to some countries automatically satisfy regulation 1, but exports 
to other countries must be proved to mean a net increase. 

3. A barter proposal must contain specific designation of the agricultural 
commodity involved. 

4. Interest is charged on the value of agricultural commodities delivered in 
advance of delivery of material to CCC. 

5. Contractors must satisfy CCC agricultural commodities will not be trans- 
shipped from the approved countries of destination. 

6. Materials delivered under barter contracts may not be produced or proc- 
essed in the United States. 

7. Country of origin of the materials to be delivered to CCC must be specified. 

Requirements 1 through 5 above restrict the freedom of the commodity broker 
in disposing of the agricultural products and due to the great risks involved 
make it necessary for him to charge a higher percentage fee for handling the 
export sale. This makes barter more expensive, as far as we are concerned, 
and merely raises the minimum price at which we can afford to barter. Require- 
7 is easy to comply with. 

Most important is requirement 6 (above) which makes our antimony ineli- 
gible for barter, because it is processed in the United States even though the 
ores are mined in Mexico. More than half of the cost, however, is incurred 
in Mexico in the production and transportation of the ore to Laredo. 

On December 24, 1957, the Department of Agriculture made a few changes in 
the requirements, but restated “Materials delivered under barter contracts may 
not be produced or processed in the United States.” This is the stumbling block 
to negotiation of a new contract that would enable us to set up our Laredo, Tex., 
operations and put our people back to work. We presume that it is better for 
the Government to hold in stockpile metals which will not spoil or deteriorate 
rather than agricultural commodities which are more perishable and expensivé 
to store and rotate. 

S. 3420, a bill to extend and amend the Agricultural Trade Development and 
Assistance Act of 1954 as originally introduced, contained several provisions 
which would have required the expansion of the barter program. One clause 
provided “No material shall be excluded from barter or exchange transactions 
under this section by reason of the fact that it has been domestically processed 
(from either foreign or domestic raw materials), if provision is made for the 
importation of an equivalent amount of similar raw materials of foreign origin.” 
Most of the favorable barter provisions, however (including the domestically 
process clause) were eliminated from the bill before it was reported out of the 
Senate Finance Committee. (Amendment on the floor took it out.) 

We very much appreciate your interest in the welfare of our employees at 
Laredo. If the restriction on the bartering of materials processed in the United 
States can be lifted, we would then be eligible to make a barter contract. We 
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understand that the United States Department of Agriculture if they so desire, athe 
could waive or eliminate requirement 6, without any legislative action, to make 
the antimony produced at our Laredo smelter eligible for barter. This would 
reactivate our Laredo operations, help relations with Mexico and move more 
surplus agricultural commodities. We feel the first and last would most assuredly 
contribute in some measure to the increased business activity of our country. 


If any further information would be helpful, please let us know. and 
Respectively yours, 


R. A. PUTNEY, 
Assistant to Manager, Metal Department. 


Hor 

TEXAS MINE, MILL AND SMELTER WorKERS UNION, 
I.U. M. M. ann 8. W. (C. I. O.), I 
Loca No, 412, Nai 
Laredo, Tex., March 31, 1958. Me 
Mr. Jor M. KIncore, pec 
Representative 15th Congressional District, opt 
House Office Building, Washington, D. C. sus 
Deak Mr. KIncorE: We make reference to an article published in the magazine an 
Mining Congress Journal, February 1958, an extract as follows: 
Antimony: The only domestic supply of antimony is a small amount which has bu 
to be separated from silver-antimony ores of the Sunshine mine in Idaho as a by- ex 
product. Ninety-five percent of our requirements of antimony are imported fo! 
from Mexico, Bolivia, and South Africa. Two-thirds of this comes overseas and un 


would not be available in times of emergency. Tariff protection on antimony 
is in the neighborhood of 5 percent on metal and the ore has none. 


p 
“The Federal long-range rogram says ho § yecial rogram is justified for 
. J 


tir 
antimony. It is most amusing to note that Chinese antimony and Russian of 
antimony are now invading the market at cut-rate prices, and there is every 
possibility that they will force the price down to such levels that not even N 
Mexico, Bolivia, nor South Africa can compete, we will then be entirely de- 8¢ 
pendent on Iron Curtain countries for our antimony. Under present Govern- in 
ment policies there is absolutely no future for the antimony industry in the WV 
United States.” Pp 
We are urging President Eisenhower, Senators, to support measures to 
alleviate the present situation. a 
Very truly yours, Si 
Rosenpo R, RoprieveEz, t 
President. d 
JOSE CAZARES, I 
Vice President. a 
JOSE MA. GALLEGOS, 
Secretary-Treasurer. é 
ABEL VILLARREAL, 
Recording Secretary. 


LAREDO CHAMBER OF COMMERCE, 
Laredo, Tex., April 16, 1958, 
Hon. Jor M. KILGore, 


House of Representatives, 
Washington, D.C. 


DEAR CONGRESSMAN KixcorE: I want to express my sincere appreciation for 
the interest that you have obviously shown concerning the need for reopening 
the antimony smelter at Laredo, Tex. I know that you receive many such re- 
quests every day, and you are to be commended on the manner in which you 
handle them in such a personal manner. 

We would be very interested in seeking the House pass H. R. 10487 by Mr. 
Cooley which would extend and expand the operations of the Agricultural 
Trade Development and Assistance Act of 1954. Possibly at that time an agree- 


ment could be arrived at with the Senate to revise S. 3420 to take care of the 
situation here in Laredo. 
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Again let me thank you for your prompt replies, and I will appreciate your 
keeping me informed concerning the situation. 
Sincerely yours, 
CARLTON C. WHITWORTH, 
Chairman, Industrial Development Committee. 


P. S.—More than half of cost of production at Laredo is in mining in Mexico 
and in transportation in Mexico. 


LAREDO CHAMBER OF COMMERCE, 


Laredo, Tex., March 19, 1958. 
Hon. Jor M. KILcore, 


House of Representatives, 
Washington, D.C. 


DEAR CONGRESSMAN KILGORE: One of the principal industries of Laredo is the 
National Lead Co.’s smelter which works on antimony ores received from 
Mexicv. During 1957 the plant worked steadily, employing approximately 120 
people, including the salaried personnel. To date, in 1958, the plant has not 
operated, and there have been major layoffs of salaried personnel and complete 
suspension of the general plant personnel. We understand that during January 
and February an average of 12 people were employed. 

The plant has not yet started, although we understand it will start this week, 
but it is believed it will employ a total of some 53 men for irregular periods, not 
exceeding 9 weeks at a time. Those irregular periods of employment will be 
followed by 4 to 6 weeks when the plant will be down again. Unofficially, we 
understand that it will be operating at less than 20 percent capacity. 

We have been informed that operations during 1956 and 1957 were made 
possible through several contracts signed with the Commodity Credit Corpora- 
tion, providing for purchase and stockpiling of the antimony metal, and delivery 
of wheat in exchange for sale to Mexico. 

Foreign antimony metal is being sold for 22 to 24 cents a pound, duty paid, 
New York, and it is our understanding that that metal is coming from European 
sources, possibly manufactured from South African and Bolivian ores, or may 
in some cases represent metal from Chinese sources being recast in Europe. 
Whatever the source of the metal, the smelter is unable to compete with those 
prices and is forced to limit its production. 

Inasmuch as the United States has a surplus of agricultural commodities, 
and Mexico has to import corn and wheat to make up its cron deficiency, it would 
seem reasonable for the Government to enter into an additional contract with 
the smelter providing for the exchange of antimony metal, which will not 
deteriorate, in place of the agricultural commodities which will. From the view- 
point of Laredo and the welfare of those who have normally made a living as 
a result of that operation, this would seem essential. 

May we suggest that everything be done to investigate the possibilities of 
another contract which will, for the time being at least, ameliorate the siutation? 

For your information, antimony has been defined as a strategic metal as the 
United States is not self-sufficient in that metal, and is dependent upon foreign 
supplies. Therefore, the inclusion of that metal in the stockpile will be bene- 
ficial insofar as the strategic position of the United States is concerned. 

Yours very truly, 

CARLTON C, WHITWORTH, 
Chairman, Industrial Development Committee. 


CHIPPEWA FALLS, WIs., Vay 7, 1598. 
Congressman HAro.p COoLey, 
House Office Building, 
Washington, D. C. 

Wisconsin Farmers Union strongly urges Congress to extend Public Law 480 
for 2 years with $3 billion authorization. Abundance of American farm prod- 
ucts should be vital part of United States foreign policy planning, and should 
be taken off the backs of American farmers. Food for peace program, as part 
of foreign aid under State Department rather than Agriculture Department, 
can be best weapon United States has in competition with Soviet leader Khru- 
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shchev’s expanding economic warfare. Soviets have food shortages; we have 
surpluses. Let’s help our farmers while also striking blow for United States 
leadership in the non-Communist world. These efficient American farmers have 
provided the free world with its most valuable asset. Don’t abuse that abund- 
ance ; use it—to put food in stomachs of two-thirds of world going to bed hungry 
each night, and to help American prestige in world’s underdeveloped areas, 
Farmers Union greatly satisfied with success of program in 4-year history, but 
feels it needs expansion under direction of peace food administrator at White 
House level. 


KENNETH HONES, 
President, Wisconsin Farmers Union. 


NEw York, N. Y. 
Hon. Haroxp D., Coorry, 
Chairman, House Agriculture Committee, 
Washington, D. C. 


Our company is greatly interested in the passage of the barter aspects of H. R. 
10487, since it would undoubtedly increase foreign trade and would therefore 


help American Flag shipping lines during this period of depressed freight 
markets. 


JAMES A. FARRELL, Jr., 
President, Farrell Lines. 


The Cuatrman. Our next witness is Mr. Bart Van Berg, vice presi- 
dent, Rough Diamond Co., Inc., of New York. 
You have a prepared statement. 


STATEMENT OF BART VAN BERG, VICE PRESIDENT, ROUGH 
DIAMOND CO., INC., NEW YORK, N. Y. 


Mr. Van Bera. Yes, sir; I do. 

The CHarrMan. Please file it for the record and give us orally a 
statement that will be brief and to the point ? 

Mr. Van Bere. All right, Mr. Chairman. 

Let me begin by saying that we are wholly in favor of the extension 
of Public Law 480. 

Our firm is in the industrial diamond business and these diamonds 
are 100 percent imported. 

For the sake of time, I would like to say that we would recommend 
legislation that would direct the Secretary (1) not to limit the coun- 
tries of the free world to which commodities obtained through barter 
can be sold; (2) to resume barter at a reasonably high level; and (3) to 
permit domestic industries to participate in the program. 

Our statistical department has prepared a chart in the back of our 
statement. The basic data comes from the Foreign Agricultural Serv- 
ice of the United States Department of Agriculture. 

This data shows that whereas total exports for the fiscal year 
ending June 30, 1957, were 35 percent above total export the previous 
year, the percentage of barter exports for 1957 was 8.5 percent of the 
total exports, which was the same ratio, 8.5 percent of the total exports 
in the 1956 fiscal year. 

Also, that while the total exports to hard currency markets in 1957 
increased 25.3 percent, barter exports to the same markets actually 
declined from 15 percent to 12 percent of the total exports; and that 
the percentage of barter exports to hard currency markets declined 
from 79 percent of the total in 1956 to 57 percent in 1957. 
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Those are the first three points that the chart shows. Fourth, that 
the percentage of barter exports to soft currency markets increased 


on 21 percent in 1956 to 43 percent of the total barter exports in 
1957. 


Five, that barter exports in the year 1957 to soft currency markets 
increased by 180 percent over the previous year. 

We feel the foregoing is a substantial reason to reverse the position 
on barter and reactivate the program. 

That is all, Mr. Chairman, and thank you. 

The Cuarrman. Thank you, sir, for your statement. Your pre- 
pared statement will be inserted in the record at this point. 

(The statement referred to is as follows :) 


STATEMENT OF BART VAN BeErG, VICE PRESIDENT, RouGH Dramonp Co., INc., 
NEw York, N. Y. 


My name is Bart van Berg. I am vice president of the Rough Diamond Co., 
Inc., of New York. I have been a diamond importer all of my business life. My 
father is still active in the business today and my grandfather before him was 
in the same business. 

I appreciate this opportunity to appear before the Committee on Agriculture 
and Forestry to express my company’s views concerning the barter program. 
Recently, we appeared before a similar committee in the United States Senate 
where we gave our wholehearted endorsement to the program. At that time, 
we expressed the opinion that the administrators of the program had the neces- 
sary experience; that the program was making a valuable contribution toward 
the solution of the agricultural surplus problem. 


HISTORY OF BARTER 


Barter is based on the theory that it is in the national interest to exchange 
agricultural surplus commodities owned by CCC for strategic and other raw 
materials of which this country is not economically self-sufficient. 

Barfer activity increased after the Materials Policy Commission, headed by 
William §S. Paley, chairman, Columbia Broadcasting System, recommended to 
the President the expanded stockpiling of strategic and other raw material 
supplies. Later, in May 1955, the Annual Report on the Mutual Security Pro- 
gram emphasized the dependence of the United States, with its great economic 
resources, upon foreign countries for strategic and other materials essential to 
our military strength and economic well-being. Among those listed, and the 
percent of each material which we must import are bauxite, 67 percent; natural 
rubber, 100 percent; tin, 100 percent; manganese, 95 percent; chromite, 99 per- 
cent; tungsten, 72 percent; antimony, 85 percent; industrial diamonds, 100 per- 
cent; platinum, 90 percent; mercury, 85 percent; and cobalt, 92 percent. 

Sandwiched between these two reports was the Hoover Commission report 
which reemphasizes the interpendence of free nations upon each other for com- 
modities essential to military strength and economic well-being. 

Thereafter, the 44th National Foreign Trade Convention, which met in New 
York in November 1957, in a final declaration of its recommendations looking 
to the formulation and implementation of United States foreign economic policy, 
declared under article [X, its policy to be as follows: 


“ASSURANCE OF STRATEGIC AND OTHER RAW MATERIAL SUPPLIES 


“The United States is looking increasingly to foreign lands for the strategic 
and other raw materials necessary to meet the needs of our national defense and 
the peacetime requirements of our economy. This country does not possess 
unlimited resources, nor is it economically self-sufficient. The reserves of 
many of our raw material resources have been depleted, and there are many 
other raw materials essential to our industrial strength and our national secu- 
rity which we do not produce at all. 

“The convention believes that a fundamental aim of United States foreign 
policy should be to assist other free nations in maintaining their freedom and, 
in the process, to help ensure that strategic and other essential raw material 
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resources in these countries are preserved for the use of the nations of the 
free world. 

“The first requisite to the availability of raw materials needed for the defense 
and economic well-being of the free world is the assurance of access to the 
sources from which these materials come. Of equal importance are the provi- 
sion of opportunity for their development, and the holding open of the lines of 
communication by which they reach their destination. 

“The convention stresses the need for the United States and other free nations 
to pursue policies designed to encourage the development of available existing 
raw material resources and to intensify the discovery and development of new 
sources in free world areas, to the end that adequate raw material supplies to 
meet the defense and civilian requirements of the free world may be assured. 
The convention further emphasizes the necessity for the avoidance by the United 
States Government of trade policies which make the entry of essential raw 
materials into the United States market more difficult or costly.” 

Still later, in January 1958, the Special Stockpile Advisory Committee to the 
Office of Defense Mobilization, headed by Holman D. Pettibone, as Chairman, 
and having such outstanding Americans as Dr. Earl Butz, former Assistant 
Secretary of Agriculture, Adm. Arthur Radford, Gen. Walter Bedell Smith, and 
others, made the following recommendations in regard to the supplemental stock- 
pile created by Public Law 480: 

“With respect to the supplemental stockpile created by the Agricultural Trade 
Development and Assistance Act of 1954, as amended, the committee concurs 
in the existing practice of acquiring metals and minerals, beyond the quantities 
considered essential for defense purposes, when they can be obtained in ex- 
change for United States stock of agricultural surpluses. However, the Com- 
modity Credit Corporation’s request for appropriations to cover such trans- 
actions should not be designated as applicable to a defense activity. 

“Instead of following rigid formulas the Committee recommends that quanti- 
ties of material suitable for inclusion in the supplemental stockpile be judged 
on a transaction-by-transaction basis. Consideration should also be given to 
acquiring survival and relief items in exchange for agricultural surpluses.” 

Legislative authority for barter procurement includes the CCC Charter Act 
of 1948, as amended in 1949; the Agricultural Act of 1949; the Agricultural Act 
of 1954; the Agricultural Trade Development and Assistance Act of 1954, title 
3; and the Agricultural Act of 1956. The purpose of each of these successive 
congressional actions was to strengthen and expand the barter program. 

Thus, we find outstanding study groups: Government agencies concerned with 
the Nation’s security program; the National Foreign Trade Council; the Petti- 
bone committee, comprised of outstanding Americans specifically chosen to study 
the policy; and each successive Congress since 1949, all in agreement that it is 
in the best interest of the United States to stockpile strategic and other materials 
and, more significantly, that the specially chosen Stockpile Advisory Committee 
goes even further and recommends the acquisition of survival and relief items in 
exchange for agricultural surpluses. 

In the face of the foregoing, the Department of Agriculture killed the barter 
program on May 28, 1957, by so restricting operations, thereunder, as to make it 
unworkable. Therefore, we fully subscribe to the need for legislation aimed at 
correcting the situation and recommend that the legislation direct the Secretary 
of Agriculture— 

(1) Not to limit the countries of the free world to which commodities ob- 
tained through barter can be sold; 
(2) To resume barter immediately at reasonably high levels; and 
(3) To permit domestic industries to participate in the program. 
With minor amendments to accomplish the above objectives, we are highly in 
favor of the H. R. 14087. 
VIEWS 


ON BARTER 





Our views on barter differ materially from those expressed by the Secretary 
of Agriculture in his letter of March 11, 1958, addressed to the Honorable Allen 
J. Ellender, chairman, Senate Committee on Agriculture and Forestry. 

We will not take the time of the committee to answer each of the points ex- 
pressed by the Secretary, but do wish to answer certain obviously erroneous state- 
ments. For example, the Secretary takes a position that barter transactions do 
not result in a net gain in total agricultural exports and that barter sales were 
expanding in the hard-currency countries where dollar balances permit sales for 
cash. He makes the point that barter contractors had turned to the “easy barter” 
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by merely selling in the hard-currency areas, thereby displacing dollar sales which 
would otherwise have been made. He offers no proof for these contentions, merely 
states to the Congress that this situation was taking place. 

Our statistical department has carefully studied the export trade statistics 
published by the Foreign Agricultural Service, a branch of the United States 
Department of Agriculture. These statistics compare exports of all agricultural 
commodities by countries of destination and by type of program (barter, title I, 
ICA, dollar sales, ete.) for the fiscal years ending June 30, 1956, and June 30, 
1957. We have chosen them for analysis because they represent the periods 
mostly closely related to the Secretary’s position, i. e., that the 1957 barter pro- 
gram resulted in barter contractors having tremendously increased their deliveries 
to the hard-currency countries, overlooking the more difficult marketing in soft- 
currency areas. These Department of Agriculture reports show (1) that barter 
was definitely supplementing, not displacing, cash sales; (2) that the trend was 
to increased barter with soft-currency markets and decreased barter to the 
hard-currency markets; and (3) that this situation existed at the time that 
CCC established its administrative rules on May 28, 1957, which practically elimi- 
nated all barter transactions. 

Before making our analysis, we checked with the Chase Manhattan Bank, the 
National City Bank, and the Office of Business Economics, United States Depart- 
ment of Commerce, to make certain that our selection of the so-called hard- 
eurrency countries was accurate. They felt that our listing was most liberal 
since we also included, therein, those markets where only small discounts are 
required in order to convert the local currencies into dollars. Furthermore, the 
Office of Business Economics considers that the dollar-balances position of a 
country (used by CCC as a determining factor for discontinuing barter) is a 
dangerous criteria for arriving at the financial strength of the country. The 
Office of Business Economics believes that day-to-day dollar balances do not 
reflect the extent of dollar borrowings, or equally as important, dollar commit- 
ments against which those balances might be pledged. 

To support our conclusions we have attached two graphs and a chart containing 
pertinent information taken from Reports Nos. 17 and 18, published by the 
Foreign Agricultural Service, United States Department of Agriculture. 

These data show (1) that whereas total exports for the fiscal year ending 
June 30, 1957, were 35 percent above total exports of the previous year, the 
percentage of barter exports in 1957 was 8.5 percent of total exports which was 
the same ratio (8.5 percent) to total exports as in the 1956 fiscal year; (2) that 
while the total exports to hard-currency markets increased in 1957 by 25.3 percent, 
barter exports to the same markets actually declined from 15 to 12 percent of the 
total exports to hard-currency markets; (3) that the percentage of barter exports 
to hard-currency markets declined from 79 percent of the total in 1956 to 57 per- 
cent in 1957; (4) that the percentage of barter exports to soft-currency markets 
increased from 21 percent in 1956 to 43 percent of total barter exports in 1957; 
(5) that barter exports in the year 1957 to soft-currency markets increased by 
180 percent over the previous year. 

If the foregoing proof is not sufficient to cause the Secretary to reverse his 
position, we should like to illustrate how mistaken he was in denying barter 
exports to friendly countries on the basis that they are financially able to pay 
dollars. For example, he placed on the restricted barter list 82 of the 41 coun- 
tries which have received commodities under the barter prior to May 31, 1957. 
The countries were placed on this list because the Secretary contended that they 
were financially able to pay dollars. In the President’s Semiannual Report to 
Congress on Public Law 480, dated July 22, 1957, he listed 18 of these same coun- 
tries as being the recipients of surplus commodities purchased for soft currency 
under title I. These 18 countries received $1,734,700,000 (5814 percent) of the 
total of $2,966,600,000 in soft currency sales prior to May 31, 1957. The Presi- 
dent and spokesmen of the Department of Agriculture have continuously advised 
Congress that in order to make certain that soft currency transactions under 
title I are in addition to normal dollar sales, this Government requires the foreign 
governments to agree to maintain their normal dollar purchases. We make the 
point here that if the 18 countries have agreed to maintain their volume of dollar 
purchases under title I and have given assurances acceptable to the Secretary, 
he should recognize this and should not, thereafter, require a barter contractor 
to supply additional proof. 

Secretary Benson’s letter of March 11, 1958, to Senator Ellender states as one 
of his reasons for objecting to the proposed Senate amendment, that world prices 
of diamonds are maintained by cartel which controls diamond production and 
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that the new amendment would direct the Department of Agriculture to provide 
a home for surplus diamonds now in the hands of importers; it would also 
require the Department of Agriculture to assure the world cartels an outlet 
at world prices for an expansion of production up to whatever portion of the $500 
million limitation that they could get the Department to accept. The Secretary 
also belittled the fact that industrial diamonds are cited as an outstanding ex- 
ample of the type of material which can be stored at a cost substantially under the 
cost of storing agricultural commodities. If Mr. Benson had been fully aware of 
the facts, the following points should have been obvious: 

Fact No. 1.—Diamond barters were restricted to material within the United 
States in the inventory of the supplier which is in excess of his normal customer 
requirements. There is no reason to believe that the procurement policy on 
diamonds would be altered. Therefore, in the absence of such change, diamond 
producers could not be assured of an outlet at world prices for an expansion of 
production. The only possibility for arranging an expansion is where a long- 
term outlet would be provided for diamonds at a fixed price over a period of 
years. 

Fact No. 2.—The United States now has approximately 15 million carats of 
industrial diamond stones in the stockpile. The General Services Administra- 
tion recently entered into a storage contract under which these diamonds are 
stored in bank vaults in New York at a cost of $1,500 per year. The equivalent 
value ($100 million) of surplus commodities would cost CCC approximately 
$11,500,000 per year to store. This indicates that in less than 10 years, the 
savings in storage costs alone would have permitted the Government to accumu- 
late its stockpile of diamonds at no additional cost to the taxpayer. 

Fact No. 3.—When the Secretary disparaged the stockpiling of diamouds he 
must have overlooked the report of the panel of industrial diamonds of the 
Materials Advisory Board, National Academy of Science. It shows that (1) 
The total world production of industrial diamonds for the years 1954 and 1955 
was 34.3 million carats of which the United States imported 29 million carats. 
(2) Strategically, the location of natural diamond sources is far from ideal. 

Fact No. 4.—The Government has under consideration recommendations of 
the National Academy of Science which call for (a@) the purchase of man-made 
diamonds for the Government stockpile; (0b) a long-term purchase agreement 
with General Electric Co., whether at a higher price than natural material or 
not; (c) Government financing of the manufacturing equipment and; (d) ar- 
rangements for rapid amortization of the manufacturing equipment costs. The 
recommendations state that the Government “cannot afford not to take action 
to encourage production substantially.” 

Fact No. 5.—The synthetic diamond grit has a maximum size of 60 mesh; 
because of its limited particle size it can only replace approximately 33 percent 
of the total diamond boart imports into the United States. Diamond boart im- 
ports for the years 1955 through 1957 totaled 21.6 million carats, representing 
50 percent of the total industrial diamond imports. 

Today’s price of boart is $2.80 per carat compared to $3.48 per carat for the 
synthetic material. 

Fact No. 6.—According to the New York Times of September 22, 1957, more 
than $30 million in industrial diamonds annually have found their way behind 
the Iron Curtain to Russia during recent years. Furthermore, it is estimated, 
by reliable sources, that Russia is using over 6 million carats per year of in- 
dustrial diamonds, and that this rate of usage is steadily increasing. 

Fact No. 7.—Surplus diamonds in the hands of diamond importers are there 
because the Office of Defense Mobilization (1) encouraged the industrial dia- 
mond industry to purchase in anticipation of diamond barters when ODM is- 
sued its Industry Guidance Statement No. 520 to the press on July 9, 1956, 
announcing its policy to undertake additional diamond barters in the fiscal year 
ending June 30, 1957; (2) “pulled the rug from under the diamond industry” in 
the third quarter of the fiscal year when, on January 17, 1957 (1 week after 
the foregoing panel recommended the stockpiling of synthetic diamonds), it 
withdrew diamonds from the procurement directive without warning to the in- 
dustry and despite the fact that no barter procurement had taken place there- 
under. 

We apologize for going into so much detail with regard to diamonds, because 
the diamond program is but a small part of the overall barter picture. We had 
not intended to do so, but when the Secretary used incorrect information on 
diamonds as one of the reasons for objecting to the barter program, we felt 
compelled to correct the situation. 
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We also disagree with the Secretary’s position that barter exports of up 
to $500 million annually ‘‘would not appreciably reduce CCC’s inventory of agri- 
cultural commodities.” Surely he must realize that dollar exports, soft currency 
exports, ICA, and Export-Import Bank financed exports, all may come from 
private commercial stocks, but every barter transaction results in a reduction 
of CCC inventories because, by law, each barter must involve the exchange of 
CCC-owned commodities for strategic and other materials. 

The Secretary’s statement that barters of $500 million annually would not in- 
crease existing outlets has been refuted by departmental spokesmen who have 
supported barter operations for the past 9 years. Furthermore, statistics of the 
Department of Agriculture, FAS, as shown on Report No. 9, December 20, 
1957, indicated that agricultural exports have increased from $2,936 million 
in the fiscal year ending June 30, 1954, to $3,144 million in 1955 fiscal year (first 
year under Public Law 480), to $3,494 million in 1956 fiscal; and to $4,724 mil- 
lion in 1957. This indicates that total exports have increased 60 percent since 
Public Law 480 was enacted. Furthermore, we do not agree with the Secre- 
tary that $500 million in barter would not reduce storage costs of CCC. 

Let us look at the facts. All critical and other material delivered to the De- 
partment of Agriculture under barter must be exchanged for CCC-owned com- 
modities. The Department recently advised the Senate Agriculture Committee 
that about $900 million in CCC-owned commodities had moved through the bar- 
ter program at an annual savings in storage cost of $106 million and that the 
strategic materials accepted in exchange cost approximately $3.3 million to 
store. Perhaps the savings of more than $100 million per year is no reduction 
to the Secretary, but as taxpayers, we can assure you that it is very real—not 
imaginary. 

How can Secretary Benson state that removal of $500 million surplus per an- 
num from the inventories of CCC through barter “would not be of help to farmers 
or to our commodity inventory problem”? 

The facts are that prior to June 30, 1956, only 46,000 bales of cotton had moved 
into export channels under the barter program and the total United States export 
of cotton during the 1955—56 fiscal year was 2,241,000 bales. In the 1956-57 fiscal 
year, barter contracts were signed covering in excess of 1,400,000 bales of cotton. 
On May 31, 1957, Earl L. Butz, the Assistant Secretary of Agriculture, advised 
the Senate Committee on Agriculture (see committee print dated June 7, 1957), 
regarding the sale of cotton for soft currencies—“Exports of cotton under Public 
Law 480 have been taken from the set-aside and the disappearance has been coun- 
teracted in figuring the support price. However, the set-aside is getting smaller 
and it is likely that any increased disappearance in the future would affect the 
support price. If exports next season under title I of Public Law 480 were to 
exceed the amount remaining in the set-aside (about 800,000 bales at this time), 
they would have a more significant effect on price support levels and on prices 
received by farmers for cotton.” 

The report then goes on to state that after 1957, the effects of exports under 
title I on support levels of cotton and rice would result in the strengthening of 
market prices as a result of reduced supplies due to exports under title I would 
tend to increase the parity price. Agreements under title I covered only 1,043,- 
600 bales of cotton in 1956-57; whereas, barter contracts were signed covering 
1,400,000 bales. Therefore, if the smaller figure involved in the soft currency 
transaction results in a higher price to farmers, certainly the larger amount 
exported under barter would have had a great, or even a greater effect on prices. 

Next, let’s take a look at wheat. For example, Mr. Butz stated: “It is esti- 
mated that the average price received by farmers for the 1956 crop of wheat 
will average 9 cents a bushel higher as a result of exports under title I of Public 
Law 480.” Here again, your attention is directed to the fact the title I exports of 
wheat during the 1956-57 marketing year were 195,655,000 bushels; whereas, 
barter accounted for 86,500,000 bushels. Therefore, it could not possibly be cor- 
rect to state that barter had no effect on prices to farmers and would not help 
commodity inventory problems, but that title I raised prices 9 cents a bushel 
and reduced wheat supplies. 

Finally, we call your attention to Dr. Butz’ statement with reference to corn 
and other feed grains, to the effect that the soft currency sales for export of 
barley and corn, together with a slightly higher level of support for the 1957 crop 
of corn, will probably increase corn prices around 1 cent and barley 1 to 2 
cents per bushel. He advised that the sale of grain sorghum and oats under 
title I are to small to have significantly affected prices on these grains. 
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The facts are that the exports of corn for soft currencies under title I were 
13,857,000 bushels, while the barter program accounted for the export of 
45,904,000 bushels. If the title I expors of 13,857,000 bushels accounted for a 
1 cent increase in the price of 1957 crop corn, surely the 45,960,000 bushels ex- 
ported under barter should have had an even greater effect. Futhermore, the 
truth of the matter is that not a single bushel of grain sorghum was exported 
for soft currency under title I in the 1956-57 fiscal year; whereas barter 
accounted for the exportation of 22,282,000 bushels. 

The difference for oats is almost as striking—955,000 bushels moved for soft 
currencies versus 18,941,000 by barter. The figures for barley are 20,292, 
bushels sold for soft currency versus 14,968,000 for barter. By this time it should 
be apparent to the committee that barter has been the best method of movement 
of cotton, as well as feed grain, available under any Government program. 

The importance of this cannot be stressed too much when you consider that 
at the time Public Law 480 was enacted, cotton and feed grains, particularly 
corn, were the greatest disposal problems. How can the Secretary treat so 
lightly a program which disposed of $100 million in feed grains per annum, and 
more than $175 million in cotton during the period in which it was allowed to 
operate? Isn’t he aware that prior to December 31, 1957, the $3,343,200,000 in 
soft currency contracts which had been signed, had resulted in the export of 
only $91.2 million in feed grains and $349 million in cotton; that this $440 million 
in export is equal to only 13 percent of the soft currency transaction entered 
into; that during the same period, only $823.7 million in barter contracts were 
signed but accounted for more than $500 million in exports of cotton and feed 
grains. This comparison is startling since the barter program is only one-fourth 
the size of the title I program. 

In closing, we should like to reemphasize our recommendations that H. R. 
10487 be enacted. I appreciate this opportunity you have given me to be heard 
and I will be pleased to answer any questions the committee cares to ask con- 
cerning my testimony. 
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Barter exports compared to other Government and non-Government exports to 
hard currency materials and total exports of agricultural commodities, July 
1955 to June 1957 

[In millions of dollars] 





| 
Fiscal year July 1955 to June 1956 Fiscal year July 1956 to June 1957 








Foreign market Other | Dollar | Total Other | Dollar | Total 
Govern-| sales, | agricul- Govern-| sales, | agricul- 
Barter} ment non- tural | Barter| ment non- tural 
pro- Govern-| exports pro- Govern-| experts 
grams ment grams ment 


Hard currency markets: 


United Kingdom-_--_--___....- 78, 811 71, 456) 244,473) 394,740) 77, 620 54,739) 366,345) 498,344 
Netherlands..............--- 53, 684 4,048) 193,463) 251,195) 49, 143 749) 209,377) 259, 269 
Belgium and Luxembourg-._| 36, 821 230 97,235) 134, 286) 45, 606 526; 124,089) 170, 221 
West Germeny.........<.... 34, 226} 43,925) 192,082] 270, 233) 39,585) 35,041) 372,632) 447, 258 
Sp rears ee 13, 302} None 11, 515 24,817; 3,129) None 12, 129 15, 258 


Mexico, Guatemala, Cuba, 
El Salvador, Costa Rica, 
Panama, Venezuela —____- 10, 196 4,779| 271,670) 286,645) 4,952) 10,295) 302,186] 317,433 

Norway, Sweden, Denmark, 
Austria, Finland, Switzer- | | | 
NR ac can $osdn ceenckoay eRe 36, 347) 144, 977 191, 978) 11, 936 








38,050! 189,428] 239, 414 














Total hard currency mar- | | | | 
Pe och ein sonnets etal |237, 874) 160, 785) 1, 155, 415) 1, 554, 074,231,971) 139, 040/1, 576, 186/1, 947, 197 


Total soft currency mar- | } | 
ES hte neta icdiieisackioaiedal | 60,698) 956,992) 920, 844/1, 938, 534/170, 492} 1, 462, 834/1, 143, 248 2, 776, 574 


1, 601, 874 2, 719, 4344, 723, 771 
| 








Total, all markets - -_____._|298, 572| 1, 117, 777| 2, 076, 259|3, 492, 608 402, 463) 
| 


} } 


Source: Reports Nos. 17 and 18, dated Nov. 8 and 25, 1957, Department of Agriculture, Foreign Agri- 
cultural Service, Trade Statistics Branch, Trade Policy Division. 


The Cuatrman. The next witness, I understand, is Mr. Hathorn. 


STATEMENT OF HERBERT C. HATHORN, ROUGH DIAMOND CO., 
NEW YORK, N. Y. 


Mr. Harnorn. Mr. Chairman, my name is Herbert C. Hathorn, and 
I have worked with the Rough Diamond Co., as their representative 
here for several years. 

I believe that maybe this might be the key to what this is all about. 
It is better, insofar as the Commodity Credit Corporation assets are 
concerned to make a transaction for soft currency than it would be 
to barter or to sell for dollars. The key lies in the President’s Seventh 
Annual Report to Congress (H. Doc. No. 323), dated February 4, 
1958. The report shows that from the beginning of the Public Law 
480 program on July 10, 1954, through December 31, 1957, soft-cur- 
rency sales agreements under title I have been signed with 35 countries. 

The reimbursable cost to Commodity Credit Corporation of com- 
modities included in these agreements is estimated at $3,095,700,000. 
This includes the acquisition cost, storage processing and inland trans- 
portation within the United States. (See p. 4.) The United States 
Government received soft currencies valued at $2,053.3 million, which 
is $1,042.4 million less than CCC is reimbursed. 

Now, if the same commodities are sold for dollars, Commodity 
Credit Corporation would receive not the acquisition cost but the mar- 
ket value and, therefore, they would incur a substantial book loss 
through the sale of commodities for dollars. 

By the same token, if they bartered the commodities they would 
barter at the export market price of those commodities. Consequently, 
when they are reimbursed on transfer to the supplemental stockpile, 


i 
i 
: 
a 
q 


METIS 








186 EXTEND PUBLIC LAW 480 


they are reimbursed at the export market price of the surplus com- 
modities, or the acquisition cost of the strategic material, whichever is 
less. Thus, CCC receives 50 percent more dollars reimbursement 
under the soft-currency program—which protects CCC assets from a 
private bookkeeping standpoint—than the reimbursement they get if 
they deal in barter or dollar sales. 

We have no further observations. 

The Cuarrman. Thank you. 

Mr. Anruso. Mr. Chairman. 

The Cuarrman. Mr. Anfuso. 

Mr. Anrvuso. Mr. Hathorn, I think you have made a very impor- 
tant statement which I am sure will be noted by this committee. 

Mr. Harnorn. Thank you, Congressman Anfuso. 

Mr. Anruso. Would you say that these barter transactions, that 
barter in rough diamonds is important for the domestic industry and 
will improve domestic industry? Is that correct? 

Mr. Harnorn. Yes; it will. 

Mr. Anruso. And it will also be an aid in the recession ? 

Mr. Harrorn. It would. 

Mr. Anruso. Just one final question. 

Do you believe that we ought to put language into the law to make 
sure we do barter? 

Mr. Hariiorn. I do, sir; yes. 

Mr. Anruso. Thank you very much, sir, and thank you again for 
your fine statement. 

Mr. Harnorn. Thank you. 

The Cuairrman. Thank you very much. 

The Bunge Corp., will file a statement, I understand. 

Our next witness is Mr. James T. Towne, representing the Manu- 
facturing Chemists’ Association, Inc. 

You have a prepared statement ? 


STATEMENT OF J. T. TOWNE, MANUFACTURING CHEMISTS’ 
ASSOCIATION, INC. 


Mr. Towne. Yes, sir. 

The Coarrman. You may proceed. 

Mr. Towne. Mr. Chairman and members of the committee, my 
name is J. T. Towne. I am testifying on behalf of the Manufactur- 
ing Chemists’ Association, Inc., whose membership includes manu- 
facturers of ferroalloys and other metals used for alloying. 

Our association has 171 member companies engaged in the manu- 
facture and sale of chemicals, including the manufacture of alloying 
metals in electric furnaces, which is essentially a chemical process. 
These metals include manganese, chromium, tungsten, molybdenum, 
zirconium, and others which are used both in a pure state and in 
various combinations for alloying. 

We support an extension of the Agricultural Trade Development 
and Assistance Act, and we are particularly concerned with the barter 
program authorized by that act. We believe that the bartering of 
United States agricultural surpluses for strategic materials not avail- 
able in the United States, which deteriorates less rapidly than farm 
commodities, is a sound public policy, provided appropriate guide- 
lines can be established and observed in carrying out such a barter 
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program. Specifically, we hope that Congress will incorporate into 
the law extending the Agricultural Trade Development and Assist- 
ance Act a statutory directive whereby foreign and domestic ores 
will be processed in the United States as a part of the barter program. 

The barter program authorized by several agricultural acts and 
by section 303 of Public Law 480, 83d Congress, was actively and 
successfully pursued until it was substantially curtailed last year 
by administrative action of the Department of Agriculture. On 
May 28, 1957, the Department issued a directive which, among other 
things, prohibited the delivery under barter contracts of materials 
processed or produced in the United States. We respectfully urge 
congressional reversal of this administrative policy by directing the 
Department of Agriculture to engage in barter for strategic ma- 
terials which are not available in this country in sufficient quantity 
to meet our industrial requirements, and by providing that domestic 
industrial plants be used for processing these materials. 


BRIEF HISTORY OF BARTER POLICY 


Public Law 480, which was enacted in 1953, in part states as fol- 
lows : 

Seo. 2. * * * It is further the policy to use foreign currencies which accrue 
to the United States under this Act to expand international trade, to encourage 
economic development, to purchase strategic materials, to pay United States 
obligations abroad, to promote collective strength, and to foster in other ways 
the foreign policy of the United States. 

There was nothing new in the Congress giving the Secretary of 
Agriculture authority to barter surplus agricultural commodities for 
strategic and other materials. Barter had been previously authorized 
by the Commodity Credit Corporation Act of 1948 and by the Agri- 
cultural Act of 1949, as amended. The language contained in the 
1953 act, Public Law 480, restated in clear terms the criteria and di- 
rections for so-called barter transactions. Following the enactment 
of Public Law 480, the Department of Agriculture actively and suc- 
cessfully pursued a program of barter. 

The current situation is that there have been changes in the admin- 
istration of Public Law 480 which have drastically curtailed barter 
transactions. This happened despite the obvious intent of Congress, 
as specified in the act, that such transactions should be utilized to 
stimulate and facilitate expansion of foreign trade in agricultural 
commodities produced in the United States. The United States De- 
partment of Agriculture recently reported that barter contracts 
valued at $12,700,000 were negotiated by the Commodity Credit Cor- 
poration under the revised barter program in the January-March 
1958 quarter. This compares with barter contracts of $104,722,000 
for January-March 1957, and $272,600,000 for the full fiscal year 1957. 


ApvERSE Resvuuts oF ADMINISTRATION TERMINATION OF THE BARTER 


PROGRAM 


The Department of Agriculture, by directive of May 28, 1957, 
stated in effect that no materials processed or produced domestically 
would be considered eligible for barter. 

26363—58——18 





188 EXTEND PUBLIC LAW 480 


On behalf of the members of our association engaged in the produe- 
tion of alloying metals, we are concerned by the fact that strategie 
materials which previously had eligible status under the barter pro- 
gram are no longer sennded favorable treatment. Domestic proces- 
sors of these metals are now denied the opportunity to compete for 
whatever processing business may become available under the barter 
program. Only processing industries located in foreign countries are 
now permitted to participate in such processing. We believe that 
this administrative policy unfairly discriminates against domestic 
industry. 

Apart from the inherent unfairness of discriminating against the 
agricultural segment of our economy, there are other unfortunate re- 
sults from this administrative policy. 

A substantial portion of the alloying metals consumed commer- 
cially in the United States are derived from foreign ores processed 
in the United States. At the present time, domestic ferroalloy plants 
are running considerably below capacity, and there is serious unem- 
ployment in the industry. 

Domestic ferroalloy processing plants are highly important to na- 
tional defense—the steel industry cannot operate without metals for 
alloying. The defense-readiness of these plants could be impaired by 
financial distress. By encouraging the processing of ferroalloys and 
nonferrous metals abroad under the barter program, an artificial 
stimulus is provided for increasing foreign processing capacity, which 
will create further economic imbalance in this industry and will haunt 
American processors in the future. With the present surplus of do- 
mestic plant capacity, labor, electric power, and transportation, ores 
could be processed into forms readily usable and stored as reserves 
for use in an emergency. 

Under the current restrictions, the barter program designed to re- 
lieve the Commodity Credit Corporation of excess stocks of agricul- 
tural commodities now must either operate unfairly against another 
segment of the domestic economy—ferroalloy plants and workers— 
or not operate at all. The economic burdens—unemployment com- 
pensation payments, curtailment of taxable earnings, et cetera— 
stemming from the idleness of domestic metals processing plants 
which are foreclosed from the barter program, can and should be 
alleviated by legislative action. 

For these reasons, we urge the amendment of section 303 of Pub- 
lic Law 480 in a manner which will permit the domestic ferro-alloy 
industry to continue its existence competitively both in the domestic 
and in world markets. 


TEXT OF RECOMMENDED AMENDMENT 


In order to carry out the foregoing, we recommend that section 303 
of Public Law 480, 83d Congress, be amended to read as follows: 


Sec. 303. The Secretary is directed, to the maximum extent practicable within 
the limit permitted by this section, to barter or exchange agricultural commodi- 
ties owned by the Commodity Credit Corporation for (a) strategic or other 
materials of which the United States does not domestically produce its require- 
ments and which entail less risk of loss through deterioration or substantially 
less storage charges, or (b) materials, goods, or equipment required in connec- 
tion with foreign economic and military aid and assistance programs, or (c) 
materials or equipment required in substantial quantities for offshore construc- 
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tion programs, or (d) the processing by domestic or foreign processors of raw 
materials whether of foreign or domestic origin. He is hereby directed to use 
every practical means, in cooperation with other Government agencies, to ar- 
range and make, through private trade channels, such barters or exchanges or 
to utilize the authority conferred on him by section 4 (h) of the Commodity 
Credit Corporation Charter Act, as amended, to make such barters or exchanges: 
Provided, That the total volume of the transactions directed by this section shall 
not exceed $500 million annually, unless specifically authorized by the Congress: 
And provided further, That no material shall be excluded from barter or ex- 
change transactions under this section by reason of the fact that it may be 
domestically processed (from either domestic or foreign raw materials) if pro- 
vision is made for the importation of an equivalent amount of similar raw 
materials of foreign origin. Agencies of the United States Government pro- 
curing such materials, goods, or equipment are hereby directed to cooperate 
with the Secretary in the disposal of surplus agricultural commodities by means 
of barter or exchange. Strategic materials so acquired by the Commodity 
Credit Corporation shall be considered as assets of the Corporation, and other 
agencies of the Government, in purchasing such materials, shall purchase such 
materials from Commodity Credit Corporation inventories to the extent avail- 
able in fulfillment of their requirements. The Secretary is also directed to 
assist, through such means as are available to him, farmers’ cooperatives in 
effecting exchange of agricultural commodities in their possession for stra- 
tegic materials. 


Also, we recommend that section 3 of H. R. 10487 be enacted. 

The Cuarrman. We thank you very much for your statement. I 
notice you have some recommended language, which we will consider 
and also confer further with officials of the Department with regard 
to the matters you mention. 

Mr. Towne. Thank you very much. 

The CuatrmMan. Any questions? 

Mr. Anruso. Mr. Chairman. 

The Cuarrman. Mr. Anfuso. 

Mr. Anrvuso. Mr. Towne, I want to congratulate you on a very fine 
statement. I notice you are in favor of extending the program to 
processing in this country. : 

Mr. Towne. That is correct, sir. 

Mr. Anrvso. That would make for more employment in this coun- 
try and would help the recession ? 

Mr. Towne. That is correct. 

Mr. Anrvuso. By that you do not mean to restrict processing where 
necessary in foreign countries ? F 

Mr. Towne. No, sir. We just want the opportunity to compete on 
equal terms. 

Mr. Anrvso. That isall. Thank you. 

Mr. Hagen. One question. 

The Cuatrman. Mr. Hagen. 

Mr. Hagen. Is it not true that the steel industry objects to some 
degree to the conversion of ores, converting ores into ferro-ores? 

Mr. Towne. I do not know. 

Mr. Hagen. You do not know? 

Mr. Towne. No, sir; I do not know. 

The Cuatrman. Thank you very much. 
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(The following letter and attachment are inserted in the record at 
this point :) 


MANUFACTURING CHEMISTS’ ASSOCIATION, INC., 
Washington, D.C., June 8, 1958. 
Hon. Harotp D. Coo.rey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: Supplementing my testimony before your committee on 
May 8, 1958, regarding proposed changes in section 308 of the Agricultural 
Trade Development and Assistance Act, Public Law 480, 838d Congress, I should 
like to call to your attention statistical information compiled by this association 
pointing out the current low level of domestic production of alloying metals. 

During the first quarter of 1958, the nine companies from whom we have 
information operated at an average of approximately 43 percent of capacity. 
During the early months of 1958, a number of these companies were completing 
production to fulfill barter contracts which had been entered into many months 
previous. While we do not have complete information regarding the second 
quarter of 1958, the preliminary data indicate a level of production substantially 
below the first quarter. The ferroalloy industry is currently characterized by 
serious unemployment and inactive facilities. 

This information demonstrates the importance of the statutory amendment 
urged by my testimony to insure participation by domestic producers of alloying 
metals in a continuation of the barter program. 

We would appreciate your printing this letter together with the attached 
statistical summary in the committee’s hearing record immediately following 
my testimony. 

Sincerely, 
JAMES T. TOWNE. 


Plant capacity and employment of 9 noncaptive ferroalloy companies for produc- 
ing chromium and manganese and products in which they are principal alloying 
elements 

KILOWATT-HOURS ! 


ist quarter 2d quarter 3d quarter | 4th quarter 


Capacity 
Amount | Per- - Per- | Amount 


511, 789 4, 039, 405 
, 170,176 | 7 


1 The percentage figure shown is the operating rate to the capacity of the year in which the quarter falls. 

2 Since the 4th quarter of 1956 is that quarter in which the greatest man-hour usage occurred, it )was 
considered as a base or 100 percent. The percentages noted in each of the succeeding quarters is the relation- 
ship of that quarter to the base. 


Note.—During the Ist quarter 1958, some members of the industry were concluding production and 
deliveries against Government barter contracts of ne, standing. The industry’s operating rate for indus- 
trial consumption is estimated at below 40 percent. The 2d quarter 1958 rate indicates a further drop. 


The Crarrman. Our next witness is Mr. Hoyt Haddock, who rep- 
resents the AFL-CIO Maritime Commission. 


STATEMENT OF HOYT HADDOCK, AFL-CIO MARITIME COMMISSION 


Mr. Happock. Mr. Chairman, my name is Hoyt Haddock and I am 


the executive secretary of the AFL-CIO Maritime Commission. 
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First of all I want to thank you gentlemen for granting me the 
privilege of appearing here before you in support of the barter 

rogram. 

Secondly, I want to apologize for not having a prepared statement 
which would go to the point much better than I could orally of show- 
ing what this means to employment. Our statisticians have not been 
able to get it to me in time for this hearing. 

The CHatrman. You are given permission now, without objection 
from any member of the committee, to file a statement at a later date. 

Mr. Happock. Thank you very kindly, Mr. Chairman. I had in- 
tended to make some extended remarks this morning but in view of 
the statements of yourself, and the rest of the committee members 
are in agreement with you, that barter should be extended, I do not 
want to take your time to do that; but we are in favor of it and 

The Cuaiman. If I may interrupt a moment. The members of 
this committee are pretty well convinced that the barter program has 
been a good program. 

In this record, we are receiving statements and we consider those 
statements to be of importance. They will go into the printed record 
which will be read by all of the other Members of the House who are 
not on the committee, and also by Members of the Senate. I do not 
want to minimize their importance. They will be an affirmative part 
of the record. 

The Cuarrman. Are there any questions ? 

Mr. Anruso. Mr. Chairman. 

The Cuarrman. Mr. Anfuso. 

Mr. Anruso. The barter program, Mr. Haddock, helps the entire 
maritime industry and it helps shipping and it helps employment, does 
it not ? 

Mr. Happocx. Not only the maritime industry, it helps practically 
every industry in the country. 

Mr. Anruso. That is all; thank you. 

The Cuarrman. Thank you very much. 

Our next witness is Mr. George Goddard of the National Dried Bean 
Council. Is Mr. Goddard present ? 

Mr. Gopparp. I would like to talk just informally 

The CuHarrman. Pardon me. As you know, we are within a very 
few minutes of adjournment. 

Mr. Gopparp. Well, then, in that case I would prefer to go over 
until tomorrow, if that is permissible or possible. 

The Cuatrman. We could arrange to do that because we only have 
about four witnesses and so we will hear you tomorrow. 

Mr. Gopparp. Good enough, sir. 

The CuHamman. The last witness on our list is Mr. Harry D. Koster, 
vice president of the Mercantile Metal & Ore Corp. of New York. I 
think that we have a statement by the Mercantile Metal & Ore Corp. 
If we do not, they may submit that later. At this point in the record 
I wish to insert the following statement of Hon. L. Mendel Rivers 
of South Carolina. 
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(The material referred to is as follows :) 


STATEMENT or Hon. L. MENDEL RIVERS A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF SOUTH CAROLINA 


Recently the members of the Manufacturing Chemists’ Association who are 
manufacturers of ferroalloys and other alloying metals requested the House Com- 
mittee on Agriculture to amend section 303 of the Agricultural Trade Develop- 
ment and Assistance Act, Public Law 480, 83d Congress, to overcome adminis- 
trative regulations instituted by the Department of Agriculture on May 28, 
1957. These regulations prevent American metals producers from participating 
in the program under which United States agricultural surpluses are bartered 
abroad for strategic metals and mineral ores. A recent example of the unfair 
discrimination against American processors under this administrative ruling 
demonstrates the importance of the legislation requested. 

It is understood that the Commodity Credit Corporation, Department of Agri- 
culture, recently entered into a contract to dispose of certain United States 
surplus agricultural commodities in exchange for 5,000 tons of Norwegian fer- 
rochrome. It is also understood that the chromite, the ore from which ferro- 
chrome metal is derived, is to be obtained from Turkey from mines, possibly 
owned by French nationals. The Turkish chromite will probably be trans- 
ported to Norway where metal-processing equipment not now in use is to be 
reactivated and used for converting the chromite ore to ferrochrome. The 
ferrochrome will then be shipped to the United States and placed into the Goy- 
ernment-owned supplemental stockpile of strategic and critical metals. 

At the present time, there is serious unemployment resulting from partial 
idleness of more than a dozen plants in the United States. These plants badly 
need contracts for the conversion of ores into ferroalloys. Prior to the May 28, 
1957, policy instituted by the Department of Agriculture, American ferroalloy 
producers could have solicited the business of converting chromite ores from 
Turkey under the barter program. However, the administrative decree of the 
Department of Agriculture has foreclosed American ferroalloy processors from 
any participation in such business. The principal use of metals such as ferro- 
chrome and ferromanganese is as an alloy in the manufacture of steel. It is well 
known that the steel industry is running at only about 50 percent of capacity 
at the present time. Noncaptive producers of ferroalloys (distinguished from 
the ferroalloys produced by the steel companies for their own use) are oper- 
ating at an average rate of less than 40 percent of capacity at the present time. 

Since May 28, 1957, only one barter contract for the procurement of ferroalloys 
has been entered into. Thus, the discriminatory policy of the Department of 
Agriculture has been applied against American ferroalloy producers at a time of 
severe economic distress. The barter contract referred to above for the pro- 
curement of 5,000 tons of ferrochrome to be processed in Norway demonstrates 
the serious inequity of the Department of Agriculture’s policy and illustrates 
the clear need for Congress to enact a statutory provision which will prevent 
the Department of Agriculture from continuing to treat American workers and 
ferroalloy producers in this unwarranted discriminatory manner. 


The Cuamman. The committee will now stand adjourned until 
10 o’clock tomorrow morning. 


(Whereupon the committee adjourned at 11:50 a. m. to reconvene 
Friday, May 9, 1958, at 10 a. m.) 
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Agricultural Trade Development and Assistanee Act of 1954 


FRIDAY, MAY 9, 1958 


House or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D. C. 


The committee reconvened, pursuant to adjournment, at 10:15 
a. m., in room 1310, New House Office Building, Hon. Harold D. 
Cooley (chairman) presiding. 

The CHatrrMan. The committee will please be in order. 

Mr. George Goddard. 

Mr. Goddard, will you come around, please ? 

Mr. Drxon. Mr. Chairman, before the witness starts, may I ask 
unanimous consent to place some data in the record ? 

First to insert in the record a statement by C. E. Schwab, 
Chairman of the Emergency Lead-Zinc Committee. 

The Cuarrman. Is he for the bill or against it? If he is against 
the bill, we will have to discuss it a little bit. 

Mr. Drxon. He isonthe fence. [ Laughter. | 

Yesterday it was mentioned in the committee that possibly they 
were opposed. I want to make the record clear by inserting an official 
statement. 

The Cuarrman. Without objection the statement will be accepted. 

(The document referred to is as follows :) 


MEMORANDUM oF C. BE. Scowas, CHAIRMAN, EMERGENCY LEAp-ZINcC COMMITTEE 


It has been called to our attention that H. R. 10487 extending the Agriculture 
Trade Development and Assistance Act of 1954 is before the House Agriculture 
Committee for consideration. Our interest in this legislation concerns section 
303 of this act (Public Law 480, 83d Cong.) which relates to the barter or ex- 
change of agricultural commodities for other materials. 

During 1956 and for the first 5 months of 1957 barter transactions did absorb 
much of the excess foreign production of lead and zine. The cessation of the 
program in May of 1957 gave rise to unprecedented imports of these two metals 
for industrial consumption. These imports broke the United States price to 
unprofitable levels, and the domestic mining industry took the full brunt of this 
action as many United States mines closed and thousands of employees were 
laid off beginning the middle of 1957. Thus our experience with barter has been 
anything but a satisfactory one, because it has not been administered as a long- 
range firm program. You will recall barter was (along with defense stock- 
piling) instituted by the President in August 1954 in lieu of accepting the 
unanimous Tariff Commission recommendations for maximum tariff relief. 

We have no objection to extending or expanding the barter program. However, 
we must emphasize that we do not look upon this program as an answer to our 
problem caused by unneeded imports. 

Admittedly, in conjunction with an adequate import excise tax or adequate 
tariffs and quotas, the barter program, could be of aid to the domestic lead-zine 
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mining industry depending on the volume of the transactions. We would cer- 
tainly need to be assured that any extension of section 303 to reinstate bartering 
in lead and zine would be on a permanent long-range basis and not subject to 
administrative decisions which in the past have temporarily absorbed free world 
surpluses, stimulated foreign production and then, in turn when barter stopped, 
been responsible for excessive and unneeded imports which have wrecked the 
domestic lead-zinc mining industry. Therefore it is evident that the barter 
program could only be helpful to our lead-zinc industry as a supplemental measure 
and in no way an answer to our long-range problem. We cannot emphasize too 
strongly that any action on H. R. 10487 should in no way be regarded as a sub- 
stitute for adequate lead-zinc import controls. 

Mr. Drxon. Again, there was a discussion of the imports of lead 
and zinc in this barter program, and further, the statement that the 
amount of lead and zinc received by this country for barter is $110 
million, or 121% percent of the total commodities received on the 
barter basis. Thank you. 


The Cuarrman, Mr. Goddard, we shall be glad to hear you now. 


STATEMENT OF GEORGE GODDARD, NATIONAL DRIED BEAN 
COUNCIL 


Mr. Gopparp. Mr. Chairman and gentlemen, my name is George 
Goddard, and I am the Washington representative for the National 
Dried Bean Council, which consists of fiye regional associations— 
producers, processors, peelers, and shippers of dried beans. 

Dried beans are produced in 14 States and rank, according to the 
Department's figures, 13th or 14th in cash returns to producers. We 
are a nonbasic commodity, with a rate currently supported of 68 per- 
cent parity. 

As for myself, I am located in Washington, reporting on the food 
and agricultural activities of the Government, and serving as food 
consultant since 1940. 

The council has been interested in the legislation, now known as 
Public Law 480 since its beginning. In fact, we had great hopes for 
it. We patiently tried to make use of it and, very frankly, gentle- 
men, it has been a failure so far as being applicable to our producers 
in our industry. We have come to this conclusion, that we think we 
know the reason why it has failed, and we would feel derelict in our 
obligation if we did not call it to the attention of the committee, even 
though we have in the past been silent on legislation that has come 
up for extension and increased authorizations. 

We were a bit disappointed this time when the Department’s repre- 
sentative appeared and gave his statement on Monday, because we 
felt that it was a bad presentation. And further, Public Law 480 is, 
in our opinion, one of the soundest bits of agriculture legislation that 
the Congress has given the country in, certainly, my experience. It 
has failed to reach its potentialities through no fault of cooperation 
on the part of the agricultural industry, nor, by reason of any lack of 
authority in the legislation itself. 

We would like to call your attention to some of the things that we 
have found specifically which have been to the detriment of our being 
able to utilize this particular bit of legislation. Under the Executive 
order which was prepared in September of 1954 a very complex mech- 
anism was set up which has continued to function in the name of an 
interagency committee, without any head direction particularly, and 
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without the foundation of a sound policy as applied to the purposes 
of Public Law 480, or in regard to liquidation of our agricultural sur- 
eee. I respectfully call the attention of the committee to that 

xecutive order, where you find some 7 agencies, 7 or 8 agencies, of 
Government—most of which have no background or knowledge of 
agricultural problems or of food problems—interfering and having a 
great deal to do with the dictation of what is the policy which has been 
governing Public Law 480. 

The CHArrman. To which agencies do you refer ? 

Mr. Gopparp. Well, there are two that I think are fairly well quali- 
fied, the Department of Agriculture and the State Department. Just 
what purpose the ICA, United States Information Service, the Bu- 
reau of the Budget, Defense Department, the Treasury Department— 
and there may be a few others that I have overlooked in passing. 

As one example, the bill labels definitely surpluses are to be disposed 
under this act. In the hearing reports, in the debate on the floors, it 
has been brought out quite definitely what is meant by the term “sur- 
plus.” We found out, after being led down the garden path for 
several months, that their definition of surplus, as interpreted by this 
interagency group, means something that title rests in Commodity 
Credit Corporation’s name, and is in their warehouse. Then shortly 
after that we found out exceptions for it, as in the case of soybean oil. 
So we would have coming up a sizable takeover of dried beans just 
before maturity date of price support loan, and we would not get 
them included as eligible for Public Law 480 programs—simply be- 
cause they physically were not in Commodity Credit’s hands. 

The Cuarrman. May I interrupt you for a moment? 

Is there any definition in the law as to what a surplus is, within 
the contemplation of 480? 

Mr. Gopparp. No, it is surplus agricultural commodities, the way 
the law reads—— 

The Cuarrman. That is it. The Department interprets that to 
mean surplus commodities now in the inventories of the CCC. 

Mr, Gopparp. That is right. 

The Cuareman. Or surplus commodities which might come into 
the inventories. 

Mr. Gopparp. They do with exceptions, sir. 

The Cuarrman. What is the exception ? 

Mr. Gopparp. Soybean oil is an example. 

The CuHarrmMan. You mentioned soybeans as an exception. 

Mr. Gopparp. They have included various meat and livestock prod- 
ucts which have no reason for being in Commodity Credit’s inven- 
tories. 

The Cuarrman. What explanation did they give to you and mem- 
bers of your organization as to why ? 

Mr. Gopparp. No reasonable explanation. 

The Cuarrman. I beg your pardon? 

Mr. Gopparp. No reasonable explanation that makes any sense. 
They say it is policy, and that is the end of it. 

The CHarrman. Was there any controversy over whether or not 
dried beans were actually in surplus supply ? 

Mr. Gopparp. No, sir. In fact, the Commodity Stabilization Serv- 
ice had so certified to the Administrator of FAS and they were 
ignored, were told it is a matter of policy, that it could not be done. 
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The Cuarrman. What was the size of the surplus on dried beans? 

Mr. Gopparp. Oh, at different times it varied, between 300,000 and 
600,000 bags, which is a very substantial investment for Commodity 
Credit to make, and one for which they should not be called on. And 
we could possibly determine the surplus as being in excess of domestic 
demands in dollar sales with the issuance of the October 1 crop report. 

The Cuatrman. Whom do you think is responsible for the action 
taken with regard to dried beans ? 

Mr. Gopparp. They pass the buck back to this interagency com- 
mittee. 

The CuHatrman. The interagency committee makes the decision? 

Mr. Gopparp. That is right; that is supposed to be the whole group 
of board of directors of this whole thing—set out by Executive 
order. 

Mr. Poace. Will the Chairman yield right there? 

The law specifically says the Secretary of Agriculture should do 
it. It says in section 106 on export and surplus removal : 

As used in this Act, “surplus agricultural commodity” shall mean any agri- 
cultural commodity or product thereof, class, type, or other specification thereof, 
produced by the United States, either privately or publicly owned— 
which eliminates the basis for the claim that it has to be in Com- 
modity Credit’s hands— 
which is or may be reasonably expected to be in excess of domestic require- 
ment, adequate carryover and anticipated exports for dollars as determined 
by the Secretary of Agriculture. 

Not as determined by an interdepartmental board, but as deter- 
mined by the Secretary of Agriculture, it says specifically, whether 
it is publicly or privately owned, and it does not require that there 
has to even be any possibiilty of it coming into the hands of the 
Commodity Credit Corporation. 

The Secretary of Agriculture is also authorized to determine the nations with 
whom agreements shall be negotiated, and to determine the commodities and 
quantities thereof which may be included in the negotaitions * * *. 

Mr. Gopparp. That may well be. 

Mr. Poager. All I am saying there is that when they tell you that 
they can not declare it surplus because it is not in the hands of the 
Commodity Credit Corporation, they obviously are not following the 
law. 

Mr. Gopparp. Correct. 

Mr. Poace. And when they tell you the decision must be made by 
an interdepartmental board, they are not following the law because 
the law says the Secretary of Agriculture should make the decision. 

Mr. Gopparp. Quite correct. 

Mr. Hacen. Will the gentleman yield? 

Is that under all three titles ? 

Mr. Gopparp. This only applies in this particular case to title I. 
However, it also applies to title II because they claim that their 
certification of what they can include, what commodities can be in- 
cluded, must come by notification by Agriculture after having been 
passed on by the interagency committee. 

Mr. Hacen. So they are not delivering the beans under any aspect 
of this program ? 

Mr. Gopparp. No, sir. 
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Mr. Ausert. Mr. Chairman, it looks to me as if this a charge we 

ought to go into. 
he CuairMan. I agree with you. 

Mr. Avpert. We haven’t any testimony on 

The Cuarrman. Someone from the Secretary’s office should be 
called upon to explain why they have, if they have, ignored this law. 

Mr. Gopparp. t. might mention there is another hase. I know this 
has happened to a number of other commodities besides dried beans. 
FAS, and the Assistant Secretary who then was in charge, has been 
asked on several occasions—this would not apply to Mr. Paarl- 
berg—if a certain commodity was eligible for Public Law 480. Now, 
there may have been supportable commodities or a partial commodity. 
And they were told, “No, we cannot tell you that, we publish no list.” 
It was only within the last 6 months that we found out there is a 
list of eligible commodities circulated to purchasing missions and 
foreign embassies—commodities that are available under Public Law 
480. 

Mr. Hacen. May I ask one more question, Mr. Chairman? You 
stated that they have utilized soybean oil ? 

Mr. Gopparp. That is right. 

Mr. Hagen. Which was not Government owned ? 

Mr. Gopparp. Correct. 

Mr. Hagen. What procedure do they use in procuring that soybean 
oil? 

Mr. Gopparp. They leave it up to the agency that signs the agree- 
ment to go out and ask for bids, tenders on it. 

Mr. Hagen. In other words, they go out in the market on soybean 
oil to meet this contract ¢ 

Mr. Gopparp. That is correct, they just give a blanket check in 
effect. 

Mr. Hacen. Which agency does the purchasing ? 

Mr. Gopparp. The beneficiary to the country, or the purchasing 
mission or their agent. This varies with each country. Now the 
Czechs will buy themselves, Yugoslavia buys themselves. Some of 
your Latin American countries of designation have agents. 

Mr. Hagen. That is a direct contradiction of this policy they have 
adopted, they are trying to protect the Government’s interests in 
these Government-held commodities. 

Mr. Gopparp. I think in the case of soybeans they stretch a point 
by saying that they might, on takeover date, have to take over the 
soybeans, so rather than take over the soybeans they authorize the 
crushing industry to go out and crush them and sell soybean oil. 

In that connection—well, say for example you were a country in 
Europe with a livestock industry. You can use soybean oil, but 

ou also would like the meal for your livestock, and you would be 
interested in buying beans. They say, “No, you cannot do that.” 
The only thing you can get under 480 is soybean oil, not soybeans, 
which is kind of a farfetched thing because, Lord knows, we have 
plenty of high prutern feed in this country. 

Mr. Poaae. I have been buying some of that protein feed. Maybe 
if you had been on the buying end you might feel they might be 
right. You said you have plenty of it. 

Mr. Gopparp. Statistically speaking, sir. 

Mr. Poace. We certainly have at the present time. 
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Mr. Gopparp. That is right. 

Mr. Poace. But should we give it to foreign countries just because 
they want it that way? Should this program be used for the benefit 
of the foreign countries, or should it be used for the benefit of Ameri- 
can agriculture? I think that is the question and I think you raised it 
rather clearly. Now, which do you believe? 

Mr. Govparp. Personally ? 

Mr. Poace. Yes, sir. 

Mr. Gopparp. If the purpose of the act as stated is taken literally, 
I think we should give the customer, all other things being equal, an 
option. I do not think we should dictate to them. Now, there have 
been instances 

Mr. Poace. If that is the purpose, then why shouldn’t we take any- 
thing that is not scarce in this country and give it away or sell it on 
favorable terms to any foreign country? The foreigner is the man 
who is getting the primary benefit. 

Mr. Gopparo. You kill that point right there at the beginning be- 
cause you limit it to surpluses. 

Now, what I am thinking of is between surpluses—if you are going 
to make a rice-eating country take wheat, and force them to change 
their eating habits which call for rice, in order for you to get rid of 
wheat, and you have a surplus of both wheat and rice, I think that 
changes the picture. Give them what they want 

Mr. Poacer. I agree entirely on that, that is perfectly sound. But 
you are suggesting that because we had a surplus in soybeans, and 
actually in soybean oil, and we also had a surplus in mineral oil, no 
one can deny that. There was a question of whether we had a sur- 
plus in protein feed or not, and there certainly has been considerable 
question about that. 

I find it hard to condemn the Department for saying they are going 
to keep the things in the United States that we may need in the 
United States and not let these people buy just exactly what they 
want to buy, unless, of course, they buy in the open market and pay in 
dollars for what they want. 

Mr. Gopparp. Well, I do not mean to condemn them, either; that is 
a policy thing. Frankly, I am not familiar with the details of it, and 
I do not mean to pose as an authority on it. I just mention that in 
passing. 

Mr. Poace. Let me come back solely to the basic principle: Who did 
we pass this for? I voted for this bill, I was one of those who wrote 
the first bill, and I voted for it, and I did it because I thought it 
would help the people of America. But if this thing is actually a 
program designed merely to help foreigners, then I cannot vote to 
continue it. Because if it is just to give something away at our 
expense simply for their advantage—if you do not help the American 
people, the people of the United States, I cannot vote at all for the 
continuation of it. core: 

Mr. Gopparp. Mr. Poage, I am entirely sympathetic and I agree 
with you on this point, I think that least of ail you do not need me to 
call attention to the fact that under the present statute in agriculture 
legislation that the nub of the whole problem lies in our surpluses. 
If we can dispose of our agriculture surpluses, and keep our agricul- 
ture machine oiled and operating, that is something to the best in- 








EXTEND PUBLIC LAW 480 199 


terests of us all. Now with an accumulation of the surpluses, which 
means continual round of slashes in acreage allotments, and pounding 
pressure on supports, you are going to try and stop your machine, 
you are pushing carbon, you are pushing rocks, into the gas tank 
actually. . 

I think that the problem, the excuse for Public Law 480 (1) is the 
disposal of agriculture surpluses, and (2) as long as we have foreign 
commitments by reason of treaties—and there are various figures on 
that, the President says 42—where we have agreed to lend military 
help and economic assistance to 42 nations, and you are committed 
by treaties or agreements, and we can substitute and support them 
through the use of our agriculture surpluses, I think that is a good 
way to do it, in preference to just handing out gold or currency. 

Mr. Poaer. I agree with you on that, but of course we have not 
made this a substitute, we made this in addition to. I did not observe 
any reduction in the foreign aid bill when this was passed, did you? 

Mr. Gopparp. Well 

Mr. Poagr. Well, the requests are greater, not less. 

Mr. Gopparp. That is probably true. 

Mr. Poacp. So if we were to reduce the foreign aid bill by the 
amount of this, obviously then 

Mr. Gopparp. Of course it may be we have picked up larger com- 
mitments, too, sir, than we had a few years back. 

Mr. Poagp. I guess we are all the time. 

Mr. Gopparp. To sum it all up, we feel that for such things as are 
wrong in the administration of Public Law 480 due to a lack of policy, 
not only for the disposal of our agriculture surpluses, but as a basis 
and a foundation for the administration of the act itself, we must 
take issue with the Executive order. We think you have it too com- 
plicated, you have too cumbersome a bit of machinery to do the job. 

Secondly, we doubt that those who are administering the act, and 
the Department, thoroughly recognize the potentialities of the bill. 

Now the State Department last January called in a man known 
to all of us from Harvard, John H. Davis, who was one time Assistant 
Secretary of Agriculture, for the purpose of making a report from the 
standpoint of the implications of 480 as applied to our foreign policy. 
I have seen Mr. Davis, but I have not seen his report. I understand 
half of it has been completed. And I think it might be well if that 
report contains the ideas that he has expressed to me privately. I 
think it is something that might well be commended to the committee 
for its consideration in looking into the extension of this bill. 

. In Mr. Paarlberg’s testimony on Monday, on page 3 of his statement 
e says: 


It seems likely the United States agriculture production will continue at a high 
level and CCC will continue to take over production in excess of domestic uses 
in commercial export outlets. 

I think he has put that very mildly. There have been estimates that 
our surpluses will run annually from $1,500,000,000 to $2 billion over 
and above the domestic needs and dollar export requirements for the 
next 5 to 10 years, or even longer. I think that that is a key point 
that must be borne in mind in the extension of this bill. I/ it is to 
serve its purposes, if there is the demand there and the obligation re- 
quirements from these forty-odd countries that we are obligated to, 
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I think we should try and see that they are competently handled and 
met 7 fully as possible within the limitations of being in surplus 
supply. 

The Secretary of Agriculture, certainly up until his recent trip 
around the world, has regarded this as emergency and temporary leg- 
islation. If Mr. Paarlberg’s statement is to be taken at face value, 
if these conclusions of other experts as to our prospects for surpluses in 
the next 5 or 10 years are correct, then this most certainly is not tem- 
porary or emergency legislation. Unfortunately, asking for only 1 
year extension at a time does not make for efficient operation, it does 
not permit proper programing, and we are actually doing a disservice 
to American agriculture by not letting them know what the signals 
are and what their job is expected to be on this front. Therefore, in 
trying to be contsructive in these criticisms, we urge that you consider 
an extension for 3 years with an authorization of at least $2 billion 
a year. 

Now the squawk of the Department unquestionably will be that 
Congress has not seen fit to do anything about the price-support pro- 
gram and correct the evils that they say are inherent init. I have tried 
to press that point and find out what is their objection and why they 
only ask for a year extension at a time, and they tell me that they feel 
that to further this program, as it might be, they would be getting on 
a merry-go-round by reason of the escalator clause. Now frankly, 
for the 3-year extension, corn and rice are not going to climb out in 3 
years where they are going to be able to take any advantage, particular 
advantage, of the escalator clause. Cotton and rice are the only two, 
frankly of the basic commodities that have an opportunity of getting 
out. 

Now just a week ago in a meeting with the rice subcommittee Mr. 
McLain, Assistant Secretary of the Department, agreed to the mainte- 
nance of the present acreage allotment on rice, the present minimum 
support level of 75 percent, in exchange for suspension for 3 years of 
the esealator clause. I believe that the rice industry will accept that 
and be happy with that kind of a deal. 

Cotton I cannot speak for, I am unfamiliar with it. 

If that, however, is the price they want, to get this train on the track 
operating efficiently, all I can do is commend it to your tender mercies 
and consideration. 

The Cuarman. Thank you very much, Mr. Goddard. We appre- 
ciate your appearance. 

Mr. Drxon. I support the recommendation Mr. Goddard has made 
about removing the apprehensions of the Department by — out 
the escalator clause. That is the impediment in the road of the 
progress of our farm program. I commend his recommendation to 
the committee’s consideration and commend him for his fine analysis 
of our farm situation. 

Mr. Gopparp. Thank you, sir. 

The CuarrmMan. Mr. Goddard, T assure you that the committee will 
look into the situation which you have brought to our attention. 

Mr, Gopparp., Good enough, sir. 

The Cuarmman. Before the next witness, I should like to insert in 
the record a statement by Mr. Phillips. 
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Mr. Pups. Mr. Chairman, my name is E. C. Phillips. I want 
to ask permission to leave these statements on that matter in support 
of the program. 

The Cuarrman. Yes; we shall be very glad to have your statements. 

Mr. Puitiurps. Thank you, sir. 

The Cuatrman. Is the statement you present Mr. Shapiro’s state- 
ment ? 

Mr. Puttuirs. Yes, sir; it is in his name. 

(The document referred to is as follows :) 


STATEMENT OF ALVIN SHAPIRO, VICE PRESIDENT, AMERICAN MERCHANT MARINE 
INSTITUTE, INC. 


The American Merchant Marine Institute is an association representing the 
owners of a substantial majority of the commercial ocean shipping which oper- 
ates under the American flag. Our comment is offered in support of the principle 
of extending the barter program as embodied in H. R. 10487. 

From our knowledge of the barter program we feel that it has been one of 
substantial value to our country in the past and is capable of doing more in the 
future. It is hard to see why there can be any objection from a national interest 
point of view to exchanging our surplus agricultural commodities for materials 
of a nature needed for our mobilization base, or as insurance against decreasing 
world supplies. This is particularly so when the materials received can be stored 
at less cost than the commodities they are replacing. 

We do not look upon the barter program as a panacea. However, in view of 
the worldwide dollar shortage and imbalance of international payments which 
lie at the root of our trade problems, particularly those in agricultural commodi- 
ties, we see no reason to refrain from the reasonable use of our surplus agri- 
culture to stimulate the international movement of commodities among nations, 
particularly when it redounds to the fundamental advantage of the United States. 
We believe that if the barter program is restored it will result in increased 
foreign commerce for the United States which would not otherwise take place. 
Surely this would be nothing short of beneficial to the country as a whole. 

Needless to say we support strongly any reasonably endeavor which will 
generate the possibility of cargo for American-flag vessels. We are sure there 
is no need to inform this committee of the vital importance of maintaining a 
strong American merchant marine. Not only is it an important part of our 
security planning but it is an essential part of our country’s economic structure. 
Thus, under an expanded barter program we see an additional opportunity for 
the American farmer and American fleet to serve each with the other in im- 
proving the economic condition of the free Western World. Another bulwark 
against Soviet economic penetration among neutrals or our allies would thereby 
be erected. 

One of the significant results of the barter program authorized by title III of 
Public Law 480 is the generation of increased trade. Transactions under other 
parts of Public Law 480 involve the movement of goods in the outbound direction 
only. Barter adds to the outward movement an equal dollar amount of inbound 
cargo. The record shows that over $900 million worth of agricultural commod- 
ities have been exchanged for strategic materials since the beginning of this pro- 
gram. It has been estimated by those in the trade that during the peak of 
these operations approximately one ship each day was coming into a United States 
port with materials procured through the barter transactions. American-flag 
vessels carried their share of these cargoes. Since the program has been cur- 
tailed, traffic from this source has dropped off to an infinitesimal trickle. The 
present depressed condition of American shipping is due in some part to the fact 
that such cargoes are no longer available. 

We thought we should call these collateral benefits to the attention of this 
committee with the hope that it will encourage a reactivation of the barter pro- 
gram. 


The CHatrrman. Mr. John Arrington, Chief, Family Housing Divi- 


sion, Department of Defense. 
Mr. Arrington, you may proceed. 
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STATEMENT OF JOHN ARRINGTON, CHIEF, FAMILY HOUSING DIVI- 
SION, DEPARTMENT OF DEFENSE; ACCOMPANIED BY DAVID M. 
LANCASTER, ASSISTANT TO THE CHIEF OF THE FAMILY HOUS- 
ING DIVISION, AND ANDREW C. MAYER, OFFICE OF THE ASSIST- 
ANT GENERAL COUNSEL (LOGISTICS) 


Mr. Arrtneton. I appreciate the opportunity to appear before you 
today on behalf of the Department of Defense, in order to furnish in- 
formation on our family housing program in foreign countries, with 
particular reference to the surplus commodity barter transaction for 
military family housing in France. 

Military family housing is extremely important to the Department 
of Defense because it ranks with pay as 1 of the 2 principal factors 
in the retention of highly skilled career military personnel. During 
the 5 fiscal years 1954 through 1958 (to date) a total of 71,123 family 
housing units have been placed under construction, 54,739 of these in 
the United States, Territories, and possessions, and 16,384 in foreign 
countries. Those are exclusive of temporary measures such as trailers. 

Of the 16,384 units in foreign countries, 1,950 were built with ap- 
propriated funds, 5,539 were built under our rental guaranty pro- 
xram, and 8,896 were built under our surplus commodity program. 

n addition, it is hoped that another 6,673 surplus commodity units 
can be contracted for by the end of fiscal 1959 as shown in table No. 1 
under “Current execution program.” 

The surplus commodity housing program of the Department of 
Defense was first authorized by section 407 of Public Law 765, 83d 
Congress. This authority, as subsequently amended, provides that 
military family housing may be constructed in foreign countries uti- 
eg currency balances created through the sale of surplus 
United States agricultural commodities under Public Law 480, 83d 
Congress, or “through other transactions of the Commodity Credit 
Corporation.” 

In implementation of administration policy and the above-men- 
tioned legislative authority, every effort has been made to obtain mili- 
tary family housing in foreign countries through the use of surplus 
commodity funds, in lieu of dollar expenditures. Since it was not 
possible to obtain any sizable quantity of French francs through a 
direct sale to France under title I of Public Law 480, efforts were 
made to develop a barter-type transaction as a source of the required 
funds for housing in that country. 

The housing barter procedure was developed during the summer 
and fall of 1955 in the course of discussions between representatives of 
the Department of Defense and the Commodity Credit Corporation. 
Negotiations with the French Government, initiated in October 1955, 
proved to be protracted ; and it was not until June 1956, that approval 
was obtained from the French Ministry of Defense, permitting pro- 
posals to be invited from joint ventures or “teams,” each consisting of 
a builder and a commodity dealer. Because of many technicalities to 

be worked out with the French Government, it was not until May 29, 
1957, that the final contracts were signed. ‘ 

Pursuant to the basic contract, the builder has obtained the land 
and proceeded to build the housing, receiving from the contracting 

officer as evidence of work performed, “construction progress certifi- 
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cates.” Meanwhile his associated commodity dealer, under a related 
commodity contract, has taken commodities from CCC and sold them 
on the world market for a variety of currencies, the bulk of which will 
be converted into French francs through the French Government. 

These francs will be used to pay the builder in exchange for his 

rogress certificates; the dealer will in turn deliver the certificates to 

CC in payment for the commodities received. Upon completion of 
construction, the builder will be paid in full, and CCC will have the 
full amount of certificates as evidence of the indebtedness of the 
Department of Defense. This indebtedness will be repaid to CCC 
over a period of about 17 years from quarters allowances forfeited by 
occupants of the housing, after deductions for maintenance and oper- 
ating charges. 

Since the United States cannot normally hold title to real property 
in France, and since the French Government did not desire to par- 
ticipate in the transaction, the United States is receiving in exchange 
for the commodities a 20-year prepaid lease, with option for renewal 
at reasonable monthly rentals. The payment will amount to the full 
cost of the land and improvements, less a current valuation for the 
residual value at the end of the 20-year term. The contract, or “lease 
agreement,” stipulates that the United States shall not incur any 
liability for any currency payments, but is only obligated to make 
commodities available through the CCC. 

Mr. Poage. Will you stop there and tell me how the residual value 
of that, in 20 years 

Mr. Arrineron. Sir, at the end of the 20-year period we will nego- 
tiate with the then owner for the continued occupancy on a rental 
basis. 

Mr. Poace. Yes. You paid full value then? 

Mr. Arrineton. That is right, sir. 

Mr. Poace. What value is it to you? 

Mr. Arrtneron. We considered it important to reduce our contract 
price to the lowest possible point by obtaining today from the builder 
a specified amount of money to be deducted from his contract price in 
consideration of the value of the units at the end of the 20-year term. 
I think this is one of the few instances 

Mr. Poacr. I misunderstood you there. I thought you said you 
were taking the value of these properties, less their residual value 

Mr. Arrineton. We have always found it difficult 

Mr. Poace. You mean the residual value of the contract, then, not 
the 

Mr. Arrrneton. Yes, sir. 

Mr. Poaer. All right, I understand that. I beg your pardon. 

Mr. Arrrneton. To the contractor. 

Mr. Poaae. I beg your pardon. I thought you were talking about 
residual values to the Government. 

Mr. Arrtneton. We have none, but he has, and we want to get it. 

Under the French contract, 2,700 units of military family housing 
are being built at a total cost of $50 million, or $18,519 per unit. This 
includes the cost of the land, site improvements, structures, United 
States Government overhead costs, and some furniture. This price 
compares very favorably with our cost experience in other foreign 
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countries. The locations and number of units at each are shown 
in table No. 2. 
(The tables above referred to are as follows :) 


TABLE 1.—Department of Defense surplus commodity housing program 
(status as of May 1, 1958) 























Completed and } Under contract | Current execu- Total 
occupied tion program 
enn . | 
Units | Costs!) Units | Costs'| Units | Costs'| Units | Costs! 
hE slcieh aacidiniadctdidicha } | | ol noma | | =" 
} | | 

United Kingdom_----_--- - ret ss | 1, 500 |$15, 000 797 |$11, 323 1, 840 |$27, 600 4,137 | $53, 923 
Rate cnakbsdbhichnvidh nabnasiele »iqleeaiemin lane ieoenkbbeeene’ 493 | 7,395 493 7, 395 
I ae a ag jest . . ‘ did ianes 22,027 | 16,142 | 1,061 | 21,220 3, 088 37, 362 
Rg un cccn cide homachinbodads | saead eel eye | 2,700 | 50,000 400 8, 000 3, 100 58, 000 
SD a cet hitinicindieagenkaaiins’ iuesteas Saas 500 | 11,212 873 | 20, 388 1, 373 31, 600 
BOUIN 606 -<40-nc: Shan db hb oti Rate EIA EE AT. cinkne a 300 | 6,000 300 6, 000 
eho oa ohne weet Pol ol dei di ada bc chotr aba Reet 300 | 6,000 300 6, 000 
ENED, . shuts en dchdnednccslodeaveeolaedes Micsesteoedte 306 | 6,120 306 6, 120 
Aa itech tured Bokicock od cues | 880] 8,300) 542] 6,125 |...._..- bidaces, |. 2,872} 14,408 
a mhmsbaets | ccciecas date wells Seno sateeges | 200 | 4,000 200 4, 000 
WINN 65 saci sci. nde cbdaehs Liab aad doxcousthdntsiia® 900 | 18,000 900 | 18,000 
PL Ad dsmitbadtideadiecdaade |. 2,330 23, 300 6, 566 | 94, 802 6, 673 | 124, 723 15, 569 | 242, 825 

| | 














1 In thousands of dollars. 
2 Includes 1,581 units leased for a period of 7 years. 


TasLe 2.—Surplus commodity housing, France, under construction pursuant to 
lease and agreement signed May 29, 1957 (revised to Jan. 15, 1958) 










































































| 
Gross | Rental | Com- Current | Percent 
Location of projects require-| guar- |munity| Total | This pro- j|ofgross| Contract 
ment | anty (support) assets | project| gram- |require- price 
ing ment 
ARMY 
SNL cntcnnsctaicnsenanun ded 235 36 49 85 44 129 54.8 $718, 280 
RA TOS era ee 372 100 141 241 52 293 78. 7 849, 593 
a ce tae 130 40 ll 51 24 75 57.6 404, 183 
A ths cteritennepeadgeamee 223 40 55 95 42 137 61.4 683, 719 
a adnieral 228 0 103 103 78 181 79.3 1, 279, 051 
I csntd bpuandiadsédunpadingeell 142 28 35 63 50 113 79. 5 829, 163 
—  enahabitarseip ii egicuceesssiuun abit 288 28 32 60 88 148 51.4 1, 451, 878 
IE Seilbcidin cise db taint hdelnalkedutcaindl 1, 480 602 206 808 198 | 1,006 67.8 3, 306, 844 
hes rte neni chiiaaibinagurad 368 0 201 201 7 279 75.8 1, 452, 749 
Poitiers (Rochfort)...........-..- 585 250 122 372 90 462 78.9 1, 483, 243 
NI «ee aiccdichs, incneeh wee srecmp eee 74 0 19 19 30 49 66. 2 500, 908 
ee tl ca anced dha mdiniiionel 317 59 42 101 118 219 69. 2 1, 944, 426 
WIR 4. ities a tebidpmacabeindeeiee 613 200 45 245 146 391 63.8 2, 412, 842 
Vitry-Le-Francois.....-.....-.-- 57 0 0 0 30 30| 52.7] "500, 232 
Se IE pieces atibodctissesDdestoe black SOON an siccscel cassis | 17,817, 111 
AIR FORCE 
Chateauroux.........-..-.-.---- 1, 462 413 60 473 647 | 1,120} 76.6) 10,647,794 
Siac tet beckuccnssnemcade 949 300 18 318 108 426 44.9 1, 807, 518 
ak dina ahem alcee dieencisiaiioions 816 52 25 77 382 459 56. 2 6, 291, 560 
SPUNOUE < bth dpscietisenandsunvnchns 1, 061 496 23 519 175 694 65.4 2, 948, 488 
EE dishsttndattridnsaaneawheoe 831 52 80 132 320 452 54.3 5, 237, 529 
Air Force total........--..|---.---- ath ere lebentencd Br ear ere 26, 932, 889 
Grand total............-.- — | cee | Se | Biitail a A hesls | 44, 750, 000 











Mr. Arrtneton. Construction is now underway at all sites and is 
proceeding at a very satisfactory rate. Completion of the first few 
units is scheduled for June 1, 1958, with an increasing number each 
month thereafter. It is expected that the entire contract will be com- 
pleted by December 31, 1958, except for the projects at Poitiers, Etain, 
and Chateauroux. These will be completed no later than March 31, 
1959. 
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The houses will include 2-, 3-, and 4-bedroom units, two-thirds of 
them single-family dwellings, the balance semidetached. Exterior 
walls are of concrete block, with the exterior finish of stucco and the 
interior finish wallboard. Interior partitions are frame, and floors 
are generally concrete on grade. The tile roofs and exterior design 
are consistent with French architectural concepts, while the equip- 
ment and interior layouts conform to American standards. In gen- 
eral the contract stipulates construction of high quality, with inside 
floor areas averaging 1,080 square feet per unit. 

While the Department of Defense is highly satisfied with the hous- 
ing produced under the “barter” program in France, it is recognized 
that the construction is only one aspect of this complex transaction. 
The Department of Agriculture has informed us that sales of cotton 
and wheat under the French program displaced normal dollar sales, 
and that in the future any housing “barter” transactions must be lim- 
ited to commodity sales which can be demonstrated to be additional to 
normal marketings. Under these circumstances we have no plans for 
further “barter” transactions either for military family housing or 
for military base construction in foreign countries, since it does not 
appear that transactions of any magnitude could be conducted under 
the revised barter program rules. 

Mr. Poace. Do you agree with that conclusion of the Department of 
Agriculture? 

Mr. Arrtneton. Sir, we consider that outside of our province. In 
other words, we must look on them as the experts in the commodity 
field. 

Mr. Poace. I know, but we are trying to find out facts. And the 
Department of Agriculture tells us something with which some of us 
do not agree. I wonder if you believe that they are right in saying 
these barter sales displaced dollar sales ? 

Mr. Arrrncton. We have no opinion on that, sir. We must rely 
on them 

Mr. Poace. You mean you do not want to make a statement on it. 
You are bound to have an opinion on it. You mean you do not want 
to give us that opinion ? 

Mr. Arrincton. Sir, it is very difficult for us to determine that. I 
myself have not followed up on the trend 

Mr. Poace. We understand you think the same thing about it we do. 
And I will say that I think the Department of Agriculture is wrong 
in their conclusion. 

The CHarrman. You may conclude your statement, Mr. Arrington. 

Mr. Arrrncton. The “current execution program” shown in attach- 
ment No. 1 represents projects for which there is some possibility of 
development under title I programs, supplemented by 25 percent sup- 
port in United States dollars as authorized under current legislation. 

The Cuarmman. Now I should like to ask you a few questions. The 
first is, you indicate that 8,896 units were built under surplus com- 
modity programs, and that in addition it is hoped that another 6,673 
units will be built under the surplus commodity program. How would 
it be possible for you to build these additional units in the light of the 
buyers’ rules governing Department transactions to which you referred 
in your statement ? 
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Mr. Arrineton. Those 6,600 additional units, Mr. Chairman, are 
located in countries where we believe there is some feasibility of 
developing currencies under title I programs. 

The CuatrMan. Some feasibility, but will that result in the disposal 
of surplus commodities, or only in the use of foreign currencies now 
deposited in the particular country ? 

r. Arrtnaton. Well, for example, one of the programs listed is 
for the United Kingdom where we hope to develop another 1,840 units. 
I understand there that the commodity contracts have been signed and 
the commodities—perhaps Mr. Lancaster knows whether they have all 
been shipped ? 

Mr. Lancaster. No; of the 1,840 units, approximately one-half 
would be financed out of funds now available. For the other half 
we are relying on future deals, additional sales of commodities. 

The Cuarmman. Will you be able to continue the military housing 
program in the future at the same pace that you have developed it in 
the past in light of these changes ? 

r. Arrtneton. No, sir. 

The Cuarrman. Mr. Poage pointed out that the Department of 
Agriculture has taken the position that in the opinion of the officials 
of the Department, these transactions were interfering with normal 
trade, but they have not been able to give us any definite information 
that would substantiate the statement. 

You are not offering any information to justify that statement; are 
you? 

Mr. Arrineton. No, sir. 

The CuHatrman. You are saying that you are following—and of 
necessity have to follow—the deceisions of the Department of Agricul- 
ture, which Department is charged with the primary responsibility ? 

Mr. Arrtneton. That is correct, sir. 

The CuatrrMan. We shall have to deal with the Department of 
Agriculture on that rather than with the Department of Defense. 

It seems to me it was a wise program that we started to build houses 
with these commodities. 

I wish you would explain to us, and for the record, how the program 
actually works in terms of surplus commodities paying for construc- 
tion and, in turn, how the CCC is reimbursed by the military. 

Mr. Arrinoton. Well, as we understand it, the commodity dealer 
takes commodities from CCC, sells them on the world market for a 
variety of currencies, and holds those currencies for payment of prog- 
gress certificates, which are delivered by the builder. 

The builder, as his work progresses, instead of our writing him a 
a check for $1 million worth of work in progress, he gets a certificate ; 
and, in effect, he turns around and cashes that with the commodity 
dealer. 

The performance of the commodity dealer is insured by an uncon- 
ditional and irrevocable letter of credit in the full amount of the 
transaction in favor of the builder and our contracting officer in Paris. 

So, in effect, these progress cerificates are just like sight drafts which 
the builder can cash as fast as he gets them. 

These progress certificates, in turn, are delivered by the dealer to 
Commodity Credit Corporation to offset the dealers’ indebtedness for 
the commodities received. So that, at the end of the full construction 
period, which, as I recall, is slightly less than 2 years, all of the cer- 
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tificates will be received by CCC, and we will have the houses and they 
will have the certificates. 

As our people occupy these houses, they forfeit their housing allow- 
ances and we use those funds, after deducting operating costs, for 
purposes of repayment to CCC over a period of years. 

We estimate approximately 17 years in this instance. 

The Cuarman. In other words, CCC will be paid by Defense. 

Mr. Arrtnoeron. Yes, sir. 

The Cratraan. Over the years that the houses are occupied by our 
military ? 

Mr. Arrtneton. That is correct. 

Mr. Poacr. And you will make a 15 percent profit on the deal. I 
mean, the Department of Defense will save 15 percent as a result of 
this, as I see it; because you will pay back over 17 years instead of 20% 

Mr. Arrrneron. At the end of the 20-year period, of course, they 
forfeit 

Mr. PoaGe. You donot pay anything at the end of 20 years? 

Mr. Arrtnoton. At the end of the 17-year period. 

Mr. Poace. At the end of the 17-year period. You have 3 years, 
there, of free occupancy, because you had to pay Agriculture the first 
17 years. You would be paying Agriculture the same amount you 
would be paying out anyway ¢ 

So, you did not gain any thing for 17 years. But, in the last 3 years, 
the profit of the Department of Defense is that you get 3 years’ use 
of the houses that will not cost you anything; that is, when you do 
not have to pay the housing allowances, the Department of Defense 
saves that much. 

Mr. Arrtneron. That is correct. 

Mr. Poace. You will make no savings unil the 17th year? 

Mr. ArrtneTon. That is correct. . 

I might mention, sir, with regard to these various commodity pro- 
grams, that we consider the indebtedness in the aggregate, so that it 
is quite possible we might have another project in another country 
where we would withdraw our military forces and there would be no 
income for repayment. 

So, we might use the French money to make up the deficit in that 
other country. 

The CHamman. Well, now, these agricultural commodities are 
handled entirely through normal trade channels; aren’t they ? 

Mr. Arrtneton. So I understand. 

The CuHarmman. And are they subject in the receiving country to 
import duties? 

Mr. Arrineton. I should imagine that any normal duties would 
apply. Ihave no knowledge of that, sir. 

The Cuatrman. Well, then, when the commodities are received, 
and actually disposed of in the receiving country, and the building 
program g gets underway, does the country in which the building pro- 
gram is carried on impose a building tax on this military installation 
or housing project ? 

Mr. Arrineton. In the case of the French barter program, there is 
a tax applied to the construction materials. That is correct, sir. 

The CHatrman. Why isn’t that inconsistent with the activities of 
other agencies ? 
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Now, if I understand it, France would impose a tax on the com- 
modities as they are imported, and then they take the proceeds from 
the sale of those commodities and put them in the houses, and then 
they tax that. 

I have been told that the tax amounts to about 16 percent, all of 
which seems to me to be incompatible with our foreign trade in the 
diplomatic or military fields. 

Mow if you could eliminate the 16-percent tax, we would just get 
more houses; that is all. 

Mr. Arrineton. If it should prove possible, sir. 

I note that attached to Mr. Berger’s statement, made last Monday, 
there is a list of countries where these commodities were sold, the 
cotton and wheat, and you will note that France does not appear. 

It was specified in our contract that unless the French Govern- 
ment should, for some unforeseen reason, elect to receive some of the 
commodities, they would be sold in their entirety outside of France. 

This particular program was presented to the French Government 
as simply being a device, from their standpoint, simply being a new 
device for our financing needed military housing. 

Now up until that time, we had built close to 5,000 units of family 
housing in France under what we called our rental guaranty program. 

That was a program under which we gave to selected French build- 
ers guaranties of a specified level of rental income for a term of years, 
5 to 7 years. 

The French Government regarded that as a purely private trans- 
action between the American military forces in France and the 
French builders; and the houses built under the rental guaranty 
program were fully subject to taxes, that is, normal taxes, on con- 
struction materials. 

Now when we approached the French Government and asked them 
to let us substitute this commodity barter procedure, we told them that 
this was simply a financing device; they would never see any of the 
commodities. The only thing we would bring into France would be 
money. 

And the French Government agreed to let us substitute this new fi- 
nancing device, as they refer to it, on the condition that all the basic 
terms and conditions of this construction program be the same as 
under the rental guaranty program, with particular reference to the 
payment of the normal taxes. 

Otherwise, the French Government would have refused our request 
to use this program and insisted that we stay with the rental guar- 
anty. 

Our negotiating position was not, you might say, the strongest. 

The CuHatmrman. Well, the point I am trying to make, Mr. Arring- 
ton, is this: 

The initial agreement was at Government levels. In other words, 
it was a transaction between two Government agencies, was it not? 

Mr. Arrineron. With regard to this commodity barter program? 

The Cuatrman. The housing program. 

Mr. Arrineron. Yes, sir. 

The Cuarrman. The overall initial contract that was negotiated or 
consummated by private builders and operators was first approved 
at Government level. 
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Now, if we build an Embassy in France, they would not tax the 
building materials, would they ¢ 

Mr. Arrineron. I do not believe they would, sir. 

The Cuairman. Here we build them a military installation, or we 
build them something that is an adjunct military installation, mili- 
tary housing, which is vital to our national defense program, and, 
likewise, vital to France, and France ends up with the ownership. 

We just have an occupancy arrangement and a possible renewal 
leasing arrangement. Ultimately, the title to that land constantly 
remains in France; I mean, in the French Government. When we pull 
out of France, the buildings go to France, and yet they are going to 
tax the very buildings that they are going to take over, at the rate of 
16 percent. 

t seems to me that the thing should be renegotiated, or, certainly, 
our Government should try to make it a little better deal for our own 
taxpayers, rather than to let the French Government tax this trans- 
action to the extent of 16 percent. 

Mr. Arrtneton. Mr. Chairman, you are correct in that our base 
rights’ agreements with France provide that taxes will not be levied 
on materials going into military construction in France. That is, the 
bases themselves. 

The French Government, however, has taken the position that they 
are not providing the land for the housing project. 

The private builder procures private land. The ownership is al- 
ways in the private French hands. And the French Government also 
emphasized the contracting procedure was not the same for this 
program. 

In other words, this is not handled through our normal base-con- 
struction contracting arrangements. 

The CuarrmMan. Now, I may be in error, but I thought when we 
finished with the occupancy of these units that the real property, with 
all improvements, went to the French Government. 

Mr. Arrrncton. No; it does not, sir. 

The Cuarman. I beg your pardon? 

Mr. Arrineton. It is in private hands. 

The Cuatrman. It goestothe builder? The builder still owns it? 

Mr. Arrineton. That is right. 

The CHarrmMan. You mean the private contractor, now? He re- 
mains a party to this transaction for 20 years, and, at the end of 20 
years, when we finish with the property, the private contractor owns 
all that property ¢ 

Mr. Arrineton. That is correct, with one reservation, which I would 
like to make: 

And that is that in our contract we have stipulated that he must 
deduct from his contract price the value of the units 20 years hence. 

Now, that, of course, is very difficult to determine: today’s value of 
a 20-year deferred ownership. 

We felt the only way to determine that was to hold, in effect, a 
public sale among various interested French groups such as insurance 
companies and others who would be interested in that type of a long- 
term investment. 

The CuArrman. Do I understand, then, this is an executory con- 
tract that will continue for 20 years, and when we finish with it, the 
contractor takes over the title? 
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Mr. Arrtneron. That is correct, sir, subject to the 

The Cuamman (interrupting). And the French Government is not 
actually a party to the transaction ? 

Mr. Arrtneton. That is correct. 

The French Government insisted—— 

The Cuarrman. Mr. Hill. 

Mr. Hit, Who negotiated this original plan, this contract? 

Mr. Arrtnoton. I did, sir. 

Mr. Hix. With the French ? 

Mr. Arrtnoton. I did, with the French Ministry of Defense. 

Mr. Hizx. What was behind the idea of turning it back to the 
contractor ? 

Mr. Arrineton. We proposed that—— 

Mr. Hixz. It was not of any value at the end of 20 years? 

Let’s get the value—Why did you do that ? 

There is always a reason why you do certain things—I hope. 

Mr. Arrrneton. Yes, sir. 

We proposed to the French Government that they make an arrange- 
ment i to the arrangement we have worked out with the British 
Government. 

In our British program, the British Government provides the land; 
we turn the money over to the Royal Air Force Engineers. They 
design the units, let the contracts, and supervise the construction. 
The British Government holds title to the land and the houses. 

We enjoy in Great Britain occupancy for the duration of our stay 
in Britain at a nominal rental of 1 pound per unit per annum. 

Now, as you can see, if we are in Britain only 5 more years, that is 
not the best arrangement; but if we are in Britain 30 years, why, it is 
a very fine arrangement indeed. From our standpoint, it is ideal. 

But when we approached the French Government with that sort 
of a proposition, they said “No,” that they could not make such an 
arrangement with us. 

And I believe the underlying reasons were political. 

As you know, housing is in very short supply in France for the 
French people, and I believe for that reason the French Government 
did not want to be in the position of building houses for us when their 
people are so desperately short. 

But they were willing to allow us to proceed with this private 
transaction. 

Mr. Hitz. Let me ask you another question : 

These houses that you construct, are they built in such a manner 
that in the tw enty-odd years that you occupy them, they would be 
charged off, we will say, as over a 20-year period, completely written 
off for tax purposes, as we do here ? 

Are they of little value after 20 years ? 

How permanently do you build them ? 

Mr. Arrtneton. Those are excellent quality units. I would say 
they would have at least a 50-year life and probably better. With 
good maintenance we believe that they should Ne in excellent shape at 
the end of the 20-year period, and that is why we feel that the residual 
value should be selling high. 

I do want to emphasize in our contract price we get the benefit of 
that residual value. The contractor has guaranteed us a minimum of 
something like $850 or $900 a unit which is deducted from his price. 
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If there is a sale to private interest such as insurance companies, and 
they get a higher price, we get the benefit. 

Mr. Hitt. That is at the end of the 20 years, though ? 

Mr. Arrineton. At the time that the construction is completed, 
sir—it is sold for a certain price today, in other words, you can see 
for yourself that if the units will have an average value 20 years from 
now in the French economy, and due to the isolated locations, of $5,000 
a unit, that is simply factored at 6 percent and you look it up in a table 
and see what it is worth today and we may get better than the $850 
guaranteed, we may sell for $1,200 in which case that is deducted from 
our total price, now. 

Mr. Hitz. When they are finished ? 

Mr. Arrineton. Yes, sir. 

Mr. Hitz. Another question. Did you feel when you were making 
this contract that that was the best that we could possibly get from 
the French Government and the contractor ? 

Mr. Arrtneton. Absolutely. 

Mr. Hitt. And you personally as far as your business relations are 
concerned, you would favor continuing this from the standpoint of 
yourself that you feel, and still feel you are making good contracts 
for the military services ? 

Mr. Arrtneton. We feel this is an excellent contract from that 
standpoint. 

Mr. Hut. I see that not only in the French area but other areas such 
as Portugal and Japan you have contracts. Did you make all these 
contracts in all of these countries ? 

Mr. Arrineton. Yes, sir; that comes under our office. 

Mr. Hitz. And you feel that you made as good a contract as you 
could; in other words, you feel that you were doing very well for the 
Army ? 

Mr. Arrineton. Yes, sir. 

The CuHarmman. If I may interrupt. You say you feel you are 
doing very well for the Army. Now, if you were to dispose of sur- 
plus agricultural commodities you would be disposing of that surplus 
to the benefit of agriculture ; would you not? 

Mr. Arrrneron. You mean American agriculture ? 

The Cuamman. Agriculture over here. 

Mr. Arrineton. I think you gentlemen can judge that better than I. 

Mr. Hix. As far as you are concerned, as long as there is a surplus 
you would feel that that surplus should be disposed of 

The CHarrman. You would not be able to do that under these 
revised rules. 

Mr. Arrineron. That is correct. 

The Cuarrman. In other words, as far as agricultural surplus com- 
modities are concerned you have to stand by the rules as they are now 
operated. ; 

Mr. Arrincton. We understand under the revised rules there is no 
possibility of further barter transactions of that type. 

The Carman. That is right. I am not criticizing you, but the 
military could have built more houses, they were slow in getting started 
in the military housing program in France and the military, I know, 
in the beginning did not look with too much favor on the idea of 
bringing agricultural surpluses into these programs. 
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Now, speaking for myself and I think for this committee, we are 
eager to see that agricultural commodities are used in place of dollars 
wherever it is possible to do so in all of our foreign programs. 

Mr. Hoeven. Mr. Chairman. 

The Cuamman. Mr. Hoeven. 

Mr. Hoeven. I have learned for the first time that these housing 
units eventually become the property of the French contractor. What 
is the situation in other countries where you have these housing con- 
tracts? Are there any others in which ‘the private contractor gets 
the title? 

Mr. Arrineron. Yes. Under the Spanish rental guaranty program 
the title was to remain in the contractor and still does. 

Mr. Hoeven. What is the justification for the program in Spain, 
the same as in France ? 

Mr. Arrineron. The situation in France was simply because the 
French Government refused to hold title in these units, and at the 
same time they would not allow us to hold title to these units, and the 
only solution that we could properly work out under those circum- 
stances was to have the title remain in private hands and get as good 
a contract as we could achieve. 

Mr. Hoeven. In other words, the taxpayers are paying for build- 
ing the property for private owners in France; is that right / 

Mr. Arrineton. Well, the taxpayers will eventually have a benefit 
by getting a consideration for that in our contract, in other words, 
the amount we pay is less. 

Mr. Horven. How is the Spanish contract different from the 
French ? 

Mr. Arrtneton. In Spain we are paying only a little over one-third 
of the cost of construction and the contractor is giving us credit for 
the residual value, which is much higher in Spain, and he does keep the 
continued title to the units. 

We have, I believe, a 7-year prepaid lease in Spain. 

Mr. Horven. Did you have the same opposition from the Spanish 
Government as you did from the French Government in negotiating 
the contract ? 

Mr. Arrrneton. I did not negotiate the arrangements with the 
Spanish Government. The Spanish program we are referring to 
now, which is approximately 1,500 units in 2 contracts, was originally 
a rental guaranty program. The terms and conditions were very 
similar to our rental guaranty arrangement in France; in other words, 
the level of rent which we pay for the 7 years is sufficient to amortize, 
after deducting operating costs and interest, not the total cost of the 
construction, but a portion of it; and how much must be amortized 
depends on the residual value of the units to the local economy. 

For example, if they are built right outside of large cities such 
as Paris, the builder will amortize about 40 percent of his cost duri ing 
the 5 years and if it is outside of Madrid, he will amortize about 35 
to 40 percent. 

Mr. Hoeven. Are there any other countries in which you have these 
extraordinary arrangements? 

Mr. Arrtneton. Not to my knowledge. 

Mr. Horven. Only France and Spain? 

Mr. Arrineton. That is correct. 

The Cuarrman. May I interrupt? 
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I could understand if this were a project which was of no benefit 
to that foreign government, why they would not make any conces- 
sion by way of taxes. I can understand why that would be so in 
such a case. 

However, here is something of military value, something that is 
essential, it is a military housing program, and it seems to me that 
the French Government should take that into consideration and make 
a tax concession. 

Mr. Arrineron. Well, they do make that concession for construc- 
tion which is placed on base. 

The CuHarrmMan. Well, you talk about on base; how about off base? 

Senator Monroney and I visted the housing project at Chateauroux 
in France some time ago and the housing project was outside of the 
military base and it w ould be connected ‘by a direct road. Now, my 
question is, Why should they tax the off-base construction when they 
did not tax the on-base construction when they were merely separated 
by a short distance? 

Mr. Poace. Before he answers that, may I have leave to point out 
that buildings constructed outside of bases in the United States are 
taxed and they are right outside the base but they are taxed just the 
same by the local tax ‘people, the State and the county—both of them 
tax; they apply the same principle over there as is applied at home. 

Mr. Arrtncton. And I am sure that the construction materials pay 
a tax, also. 

Mr. Poacr. Yes, but what I am saying is, Isn’t this just applying 
the same rule in those countries that we have long applied over here 
when we built houses adjacent to a base in the United States? 

Mr. Arrtncton. That is correct. 

The Cuarrman. I know, but here that is a local, domestic matter. 
In this case, however, we go into the field of the State Department 
and the State Department is dealing at a Government level in diplo- 
matic channels and this is for military purposes. It seems to me 
that our agents from our Government would try to prevail upon the 
French Government to make some sort of a concession to us if we 
are going to be building bases and housing over there that is going 
to be beneficial to them; they should reciprocate. Now somebody in 
our Government was responsible for this. 

Mr. Arrtneton. Yes, sir; Iam the one responsible for it. 

The CHarrman. One other question and I will conclude. 

Mr. Arpert. On that point about taxation, the French, Mr. Chair- 
man, make their own rules over there just as we do over here. That 
is just an observation. 

Mr. Arrtneton. Mr. Cooley, I would like to emphasize that these 
houses are urgently needed. At the time we opened this discussion 
with the French Government which was in October 1955 we had an 
approved rental guaranty program for somewhat more than this 
same number of units. 

Now, the European Command was insisting that the Office of the 
Secretary of Defense let them proceed with this rental guaranty pro- 
gram, which was a dollar program, and we asked them to please hold 
up for 6 months while we negotiated this commodity substitute pro- 
gram. If we could get equal or better terms plus more surplus com- 
modities, we wanted to substitute the commodity program, and we 
did so wherever we got equal or better terms. 











214 EXTEND PUBLIC LAW 480 





The Cuairman. In your statement you say: 


Since it was not possible to obtain any sizable quantity of French francs 
through a direct sale to France under title I of Public Law 480, efforts were 
made to develop a barter-type transaction as a source of the required funds 
for housing in that country. 


That is a good explanation as to why you looked at the barter 
transaction. 


Mr. Arrineron. Yes, sir. 

The CHairMAn. But now we are faced with the abandonment of 
barter transactions and I do not understand why, and I am not 
going to press you to reply to that, because you are probably not the 
one who is responsible for that. 

Mr. Jones. One question. When you deduct the present value 
of the land on which these houses were built what percentage of your 
original cost of that house is represented in this residual value? 

Mr. Arrineton. Sir, that is the residual value not only of the land 
but also—— 

Mr. Jones. I am excluding the land; just taking the house itself. 
How much value do you feel you have left in that house after 20 
years when you make that deduction? How much do you deduct? 
Of course, the value of the land is either going to remain constant 
or go up. 

Mr. Arrrneton. We had calculated at one time that the residual 
value of these units, and that is the value today of the ownership 20 
years from now, should be approximately $1,200 a unit. 

Mr. Jones. What is it per unit now ? 

Mr. Arrtneton. $18,000. 

Mr. Jones. $18,000 and at the end of the time you feel that you 
have a $1,200 value left i in them ? 

Mr. ARRINGTON. No, sir, we feel that the value today of those units 
20 years from now should be about $1,200. In other words, it may be 
$5,000 a unit 20 years from now but it is the old question of how much 
would you pay today for five thousand dollars 20 years from now, 
you see. You have to discount it and that is quite a lot of interest 
over a 20-year period when you are effecting a present-day sale. 

Mr. Jones. Well, what I am trying to get at is this. What do you 
feel that value is going to be 20 years from now ? 

Mr. Arrtneron. It is} very difficult to determine because I would like 
to point out that a great many of these housing projects are built in 
isolated areas and if we pull out 

Mr. Jonrs. Well, take one outside of Paris. 

Mr. Arrineton. That is only one of the ones I have reference to. 

Mr. Jones. I know, but if we are talking about those close to Paris, 
they will certainly have a greater value at the end of that time than 
$1,200 

Mr. Arrinetron. That is correct, but when we negotiate, we negotiate 
the average for 2,700 units and 19 projects. Some of those will have 
virtually zero value 20 years from now ay for agricultural pur- 
»oses and therefore the only thing to do will be to tear down the 
uildings and turn thein back to cultivation. You have to aver age 
those against the others. 
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Mr. Apert. Of course, I think we are all interested in saving 
American taxpayers money wherever possible, but could you have made 
a better arrangement if you had made an agreement with the con- 
tractors to build these for rent, because in effect that is what we are 
getting ? 

Mr. Arrineton. We are in effect getting a prepaid lease and I don’t 
think we could have done it in any other fashion. In other words, no 
investment sources in France were going to put in $18,000 a unit 
into these units. 

Mr. Arpert. You would have a guaranteed rental almost equivalent 
to what you would be getting here, wouldn’t you? 

Mr. Arrineton. It was fundamental to this program that we pro- 
vide the capital. Capital is in short supply in France. 

The Cuarrman. Any further questions ? 

Mr. Jonnson.. Mr. Chairman. 

The Cuarrman. Mr. Johnson. 

Mr. Jounson. You say that the way this plan is figured out is that 
you take the rental money you are giving for the various units and 
they were turned over to the Commodity Credit Corporation. Now, if 
at the end of 10 years you pull out of these countries what is going 
to happen to the Commodity Credit Corporation then ? ° 

Mr. Arrtneton. There is no further revenue, of course, accruing 
from these particular projects except we have a stipulation in the con- 
tract that we can recover third-party rentals, in other words, the 
builder-owner will make every attempt to rent to French tenants and 
we will get the value of those francs. 

Mr. Jounson. Is that what the Commodity Credit Corporation will 
get, or the regular payment? 

Mr. Arrtneton. That is almost negligible. 

Basically, the story is this: 

If we pull out of France in 10 years, there are other projects in 
other countries which should have paid out, and some in which there is 
money accruing, and we will reimburse the Commodity Credit Cor- 
poration from those funds, 

In other words, the worldwide program is considered in the aggre- 
gate. 

If there is not any money anywhere, and we still owe Commodity 
Credit Corporation money, the terms of our agreement with them are 
that we will jointly seek an authorization and an appropriation to 
make up their deficit. 

Mr. Jounson. You will seek from Congress an appropriation for 
the deficit; but the Army is not obligated to pay the Commodity 
‘Credit Corporation unless they are using the housing. 

Is that right? 

Mr. Arrtneton. That is correct. 

The Cuatrman. Thank you very much. 

Off the record. 

( Discussion off the record.) 
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STATEMENT OF THOMAS C. MANN, ASSISTANT SECRETARY OF 
STATE FOR ECONOMIC AFFAIRS; ACCOMPANIED BY HOWARD M. 
GABBERT, ASSISTANT CHIEF, COMMODITIES DIVISION ; HOWARD 
R. BRANDON, PUBLIC LAW 480 PROGRAM OFFICER, COMMODITIES 
DIVISION; AND GUY WIGGINS, TRADE AND TREATIES DIVISION 


Mr. Mann. Thank you. 

The Cuarrman. You do not have a prepared statement, I know, 
because you just called to come up here. 

Mr. Mann. Yes, sir. 

The CHatrman. Now, we have already had testimony from the 
Department of Agriculture regarding barter transactions, as well as 
testimony from others. 

We have asked you to be up here today to give us the views of the 
State Department, whatever information you have, and your opinions. 

Now, I am under the impression—as I believe the committee and 
Congress, generally, are—that the barter transactions were all suc- 
cessfully operated during the time that they were in operation, and 
that the bartering of surplus commodities, particularly surplus agri- 
cultural commodities, did not interfere with normal commerce in any 
way. 

I would like to know what your views are about that, and about 
barter transactions, generally; the views of the State Department 
regarding the barter program, which had been operating. 

Mr. Mann. All right, sir. 

Perhaps the simplest way to say it is that we believe, under Public 
Law 480, we can dispose of all the surplus agricultural commodities 
that are made available by Agriculture without resorting to unlimited 
barter. 

We could dispose of more under barter or title I if we had no regard 
to displasing dollar sales, and if we had no regard for the displace- 
ment of the normal markets of other friendly countries. 

The Cuamman. Let me interrupt you at that point. 

Neither this committee nor the Congress, in my belief, ever intended 
for them to interfere with dollar sales. 

You are intimating, are you, that in some way these transactions 
have interfered ? 

Now, are you just talking about possibilities, or do you have any 
accurate statements, or can you cite a factual situation ? 

Mr. Mann. Well, I can say 

The CuatrMan. Before you answer, we have before this committee 
had testimony to the effect that as the barter transactions increased, 
the dollar sales increased ; and when those barter transaction decreased, 
the dollar sales likewise decreased. 

Mr. Mann. Mr. Chairman, I do not have data on any particular 
barter transactions in the private sector, but I do know we have re- 
ceived repeated protests from several governments at a very high level 
that barter transactions were interfering with their normal sales. 

The Cuarrman. What do you mean—somebody like Cnaada?—say- 
ing that we had no right to sell wheat or anything like that? 

Mr. Mann. No, I am saying that they were complaining that barter 
transactions were interfering with the normal sales of wheat for 
Canadian dollars. 
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The CHarrman. Well, have you made any investigations as to 
whether that is true or not ? 

Mr. Mann. As I say, sir, I did not have time to prepare information 
on particular transactions. 

The protests I have personally heard have been of a rather general 
character, but I think we could possibly show where barter trans- 
actions have interfered with dollar sales if you want us to. 

It would take some time to collect the data, Mr. Chairman. In 
working out our Public Law 480, title I, programs under the $1 billion 
authority which Congress provided last year, we had to make an esti- 
made country by country of what each country’s total requirements 
were, how much of that would be sold for dollars from the United 
States, and how much of it would involve normal sales from our allies. 

The amount over that calculation, which is admittedly not always 
mathematically accurate, because it is an estimation, is the area in 
which we do move under Public Law 480 to supply the excess. 

Now, under title I, our programs have covered that third layer of 
the estimated excess over normal commercial markets. 

It is obvious now that if you have an additional uncontrolled barter 
program, without regard to these estimates, it will result in an addi- 
tional fourth layer, which will tend to reduce the amount of dollar 
purchases in these countries. 

The Cuatrman. And supposing that you are correct in that regard 
relating to one commodity, that is no reason to justify abandoning the 
whole barter idea, is it? 

Mr. Mann. Well, at least, I hope, Mr. Chairman, that we have not 
abandoned the entire barter idea. 

The Cuatrman. I do not say that you have abandoned it, but, for 
all intents and purposes, the Department of Agriculture has abandoned 
it, although they tell us they have not. 

The fact is that they are just doing that, and there is just a very 
small volume of barter transactions at the moment. 

Mr. Mann. My understanding is that the principal factor that is 
cutting down the volume of barter transactions is the requirement of 
the certificate of additionality. 

The Cuarrman. That is right. 

Mr. Mann. Now, if you remove the requirement of the certificate 
of additionality, you open the door to displacing dollar sales. 

Now, Mr. Chairman, when millions of dollars go into such transac- 
tions, it means moving a lot of surplus agricultural commodities, and, 
because we do not know where they are going to go, it is obvious that 
they are going to displace some dollar sales. 

Mr. Poace. Mr. Chairman. 

The Cuatrman. Mr. Poage. 

Mr. Poaae. Is it not true that what we have been doing and calling 
it barter is entirely different from what Congress actually had in 
mind ? 

I am not saying anything about violating the law, because, the way 
we wrote it, it was wide open. But is it not true that what we are 
doing is carrying on an entirely different type of trade ? 

It 1s not barter at all in the ordinary sense, is it ? 

Mr. Mann. That is correct. 

Mr. Poace. And what actually happened is that we set up another 
method of selling goods, and we were merely calling it by this, and it 
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is not barter that would come within the definition of Webster’s Dic- 
tionary, or anything that you or I have ever learned in our lives, is it? 

Mr. Mann. Congressman, I agree with you in the sense that the 
private entrepreneur buys the wheat and sell sit—— 

Mr. Poacr. And he sells it in the open market, without regard as 
to whether there is an adequate supply in that market or not. 

Mr. Mann. That is correct. 

Mr. Poace. Under all the rest of the provisions of Public Law 
480 there has got to be some showing it is not going to take the place 
of normal trade and in fact the law says that it shall not take the 
place of normal trade; but there is no way of checking on it in this. 
Is that not really the weakness ? 

Mr. Mann. I think that is precisely the reason, Mr. Congressman, 
that it was decided to ask for a certificate from the local government 
that this was in addition to the normai commercial business. 

Mr. Poacr. Would you from that Department consider it sound 
policy to carry out some real barter transactions? 

Of course, everybody talks about our need for these strategic ma- 
terials and everybody has told us that we have got wheat and whoever 
has tungsten, and I have forgotten who has it, but we will say Chile— 
maybe they have, I don’t know, but I do know that they have copper 
and if we need copper, we will give them wheat and we will take their 
copper—that is barter, is it not, and that is exactly what a lot of 
the countries have been doing, they have been making those kinds of 
trades? 

Mr. Mann. There are two kinds of transactions as I understand 
it. 

One is in the private sector under the regulations which Agri- 
culture has promulgated; and the other would be the government-to- 
government type of barter. 

Mr. Poacr. Have you done any government-to-government ? 

Mr. Mann. I believe not. 

Mr. Poaar. Is that because it was not possible to engage in that? 

Mr. Mann. Well, I think that there might be situations where we 
should and could engage in government-to-government barter trans- 
actions if it would be in our best interest to do so. 

Mr. Poags. That is the way the Russians do it; the Soviet does it 
government-to-government, do they not? 

Mr. Mann. Well, certainly, the Soviet Union—in general the cap- 
italistic countries move the great bulk of their trade through private 
commercial channels. 

Mr. Poace. I know that, but there is a great deal of this direct 
barter, but we have not engaged in any of it. 

Mr. Mann. That is correct. ae 

Mr. Poacr. Then perhaps maybe we ought to get into it. I don’t 
know. That isall, Mr. Chairman. 

Mr. Hitz. Mr. Chairman. 

The Cuatrman. Mr. Hill. 

Mr. Hix. I would like to ask you along the line of the certificate 
of additionality—is that the correct term ? 

Mr. Mann. Yes, I think that is the correct term. ! 

Mr. Hm. Now, how can this committee in working out legisla- 
tion, assure that this certificate of additionality is absolute necessary 
or whether it is not? In other words, how can we put this into legis- 
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lation in such a way that the intent of the Congress and the State 
een and the Agriculture Department will be in cooperation 

th each other in working out this matter of the certificates so that 
we can use them as they should be ? 

Mr. Mann. I think the only problem, sir, is this problem of addi- 
tionality and I do not think there is any doubt that we could move 
larger quantities of wheat than we are now moving if we would dis- 
regard the element of additionality. 

If the committee wishes to add here to that, as I believe it does, 
then I think it is logical, to me at least, to move as much as we can 
without violating that principle. We are able to do this under title 
I for example. Tn this w: ay we can dispose of the maximum amount 
of surplus with the least damage to our relations with the free world 
and with the least damage to normal trade channels. 

Government-to-government barter, I think, in unusual situations 
where we might have a special need for certain metals for stockpiling, 
is something that obviously could be much more easily controlled th: in 
barter through private channels because in the latter case we have 
no way of knowing where the minerals will be bought or where the 
agricultural commodities will be sold, and when the transaction is on 
a large scale, if additionality is not required it can only result in dis- 
placing normal marketings. 

I for one, and this is something I have not discussed with my col- 
leagues, but | for one would be willing to consider special situations 
where barter on a government-to-government basis might enable us 
to move surplus agricultural products in exchange for materials which 
we need and could stockpile. 

The Cuarman. If you will yield. I cannot reconcile what you 


have said with the statement made by the Defense ca 5 nt a few 
minutes ago which indicated disposal of surplus commodities by direct 
sales. 

Mr. Mann. Under title I, yes, sir. 

The Cuarrman. Here is what they say: 


Since it was not possible to obtain any sizable quantity of French franes 
through a direct sale to France under title I of Public Law 480, efforts were 
made to develop a “barter” type transaction and as a source of the required 
funds for housing in that country. 

Now, as I understand the statement bv the Defense Department, it 
is that because they could not obtain sufficient French francs they had 
to resort to barter. Now we would want to know, and I particularly 
would like to know who is responsible for throwing down the bar- 
ter transactions? Somebody is. Naturally, your agency would be 
the agency which would hear complaints—I understand you to say 
that you had one from Canada. 

Mr. Mann. Well, we have had several complaints across the board. 

The Cuamrman. All from Canada? 

Mr. Mann. No, sir, from Australia, New Zealand, and others, such 
as Peru and Argentina. 

Mr. Harvey. If you would yield. 

rt. Y y, 

The CHatrMAn. Yes. 

Mr. Harvey. There was a case that came to the attention of our 
‘subcommittee, and I am sure that you folks will recall it. 
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When we were in South America to follow the operations of Public 
Law 480 we found that Brazil was short on wheat due to the fact 
that Argentina was unable to supply at that time their normal quota. 

Mr. Mann. Yes, sir. 

Mr. Harvey. And so Uruguay was another supplier and Uruguay, 
we determined, had supplied Brazil with all of her normal quota and 
at prices commensurate with the range they had been enjoying, and 
we picked up the difference there with wheat to supplement the 
shortage that Argentina was unable to supply. 

Mr. Mann. Yes, sir. 

Mr. Harvey. And we were there in Uruguay and Uruguay com- 
plained, they registered a complaint to the State Department, I am 
sure you will recall, and the gist of the Uruguayan complaint was 
that by guaranteeing Brazil that they would get enough wheat from 
us to make up the deficit needs, that we prev vented U ruguay from sell- 
ing their wheat at a much higher price than they had normally en- 
joyed and that was the basis of their complaint. Do you recall that 
incident ¢ 

Mr. Mann. I have been in this position only about 7 months, and 
I was not here at that time. 

Mr. Harvey. That I think in essence is the story. 

Mr. Mann. That is the kind of situation where a third country 
cannot supply its usual exports and we do go ahead and sell, and 
the proof of that is that we sold nearly $1 billion worth of commodi- 
ties last year under title I. 

Mr. Harvey. Well, I am going to pass this criticism on to the 
State Department, quite frankly, and say that it appears that the 
State Department has been more interested in other people 1 than 
they were in the United States as far as trade is concerned. That is 
all, Mr. Chairman. 

Mr. Hirt. I would like to ask a question on that point. Rather, the 
question I was coming to bears exactly on what you said, and that 
was this—you have ‘barter power in your hands in dealing with 
foreign nations? 

Mr. Many. Yes, sir. 

Mr. Hi. Is there any reason why you cannot use that as a pres- 
sure, as a trading lever to sell mi iterial for foreign currency? All I 
am trying to say is that barter should be of the greatest: benefit to the 
State Department in making a deal for currencies if you use it prop- 
erly. Isthat not true? 

Mr. Mann. Well, I think in general that may be true, sir. Now, 
may I give an illustration to show how this thing actually works? 

Let us take country X—— 

Mr. Harvey. May I interrupt? 

Mr. Mann. Yes, sir. 

Mr. Harvey. I just wanted in conclusion to ask if that situation I 
described with reference to Brazil and Uruguay is a typical one? 

Mr. Mann. No, sir; not with respect to the price element, at least 
T have not heard any such complaints. The complaints usually are on 
the basis of— 

“We have a 15-year history of. having sold 100,000 tons of wheat 
each year to country X and since you have started Public Law 480 our 
sales to that country have dropped by one-half and we believe this is 
related to the fact that $1 billion worth of surplus commodities were 
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put on the market and part of that went to country X and we contend 
this displaced our normal sales.” 

That is a typical case. 

Mr. Hitz. Off the record. 

(Discussion off the record.) 

The CuatrMan. Do you wish to answer that? 

Mr. Mann. I think that if we may go off the record it will be easier 
for me, too. 

The Cuarrman. All right. 

(Discussion off the record. ) 

The Cuarrman. Mr. Mann, we appreciate your coming up with 
your associates, and we are sorry that we interfered with your 12 
o’clock appointment, luncheon engagement. 

We may want tocall you back. 

We hope to complete these hearings at an early date, but we shall 
not be able to do so today. 

Mr. Mann. Thank you, Mr. Chairman, very much. There is just 
one more statement I should like to make. 

The Cuamman. All right. 

Mr. Mann. If we say and if the laws says—as I belie ve it does— 
that these sales shall be in addition to normal dollar ‘s, then there 
must be some formula for determining what is ad eerat 

All I am trying to say is that in determining additionality, we do 
take into account all ae ts, supply-demand data, and other factors 
which we think have a bearing on the problem. 

We do not try, as far as know, to follow any rigid magical formula, 
because each case is different and we have to be flexible. 

Mr. Srveson. Mr. Chairman, before we adjourn, one question, 
please. 

The Cuarrman. Yes. 

Mr. Stwpson. When you barter for agricultural surplus commodi- 
ties you deal with the Department of Agriculture and the Commodity 
Credit Corporation. 

Mr. Mann. Yes. 

Mr. Stmpson. And so, when you barter some agricultural product 
that comes from the Commodity Credit Corporation, does the Depart- 
ment give the Department of Agriculture credit for those surpluses? 

Mr. Mann. We are not direc tly involved in barter and do not keep 
books on such transactions. I think the books are kept by the Com- 
modity Credit Corporation in the Department of Agriculture, and 
how they adjust these things I do not know. 

Mr. Stupson. All of those transactions do represent costs, and I have 
discussed this and whomever I have talked it over with agrees that any 
Department that is getting surplus commodities from the Commodity 
Credit Corporation and which disposes of them, that that agency 
should be given credit for it, and that that Department should not get 
that, because it certainly is not fair to charge the cost of the agr icul- 
tural products to the farmers without giving the Department any 
credit. 

Mr. Mann. I think that the bookkeeping problem that you refer to 
is strictly between the Commodity Credit Corporation and the private 
barter contractors. We do not enter into the transaction. 

Mr. Congressman, as far as title I is concerned, we are the negoti- 
ating agents. We negotiate title I agreements, the Department of 
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Agriculture makes the commodities available, and we peddle them, 
However, as barter does not involve international agreements, we do 
not participate directly in this type of transaction. 

Mr. Horven. Mr. Chairman, one question. 

The ( YHAIRMAN. Mr. Hoeven 

Mr. Horven. Was the State Department consulted about the new 
regulations on barter ? 

Mr. Mann. Yes,sir: we were consulted. 

Mr. Horven. Were the negotiations instigated by the State Depart- 
ment or by the Department of Agriculture ? 

Mr. Mann. My colleague says that the Department of Agriculture 
initiated them. but we were consulted—in all fairness to Agriculture. 

I believe they were informed of the strong protests from other coun- 
tries and there may have been telephone conversations that I know 
nothing about regarding the views of the State Department. 

I do not know. 

Mr. Horven. You do not know. You are not sure whether or not 
the State Department asked the Department of Agriculture to review 
the situation ¢ 

Mr. Mann. I do not know. In view of the fact that conversations 
go over the telephone every day all day long, it is pretty hard to be 
sure of that. 

The CuatrmMan. Thank you very much. 

Without objection, there will be inserted in the record at this point, 
communications we have received, as follows: 

A request from William M. Hynds, cotton consul Washington, 
D. C.; a communication from the Department of St: ite, signed by 
Christian A. Herter, Acting Secretary. 

(The documents refer red to areas follows: ) 

DEPARTMENT OF STATE, 
Washington, May 8, 1958. 
Hon, Harorp D. CooLey, 
Chairman, Committee on Agriculture, 
House of Representatives. 


DEAR Harotp: I appreciate so much the opportunity of talking with you by 
telephone on Monday and sincerely regret that circumstances make it impossible 
for me to meet with your committee at this time. 

I want to reiterate, however, my personal support of the proposed amendments 
relating to a wider use of the foreign currencies in our educational programs 
with other countries. I am convinced of the need for and value of our educa- 
tional activities in our relations with countries around the world. The personal 
approach through individuals and academic institutions provides a most effective 
avenue for reaching, helping, and influencing those with whom we deal and upon 
whom we depend in meeting our foreign policy objectives. 

I urge, therefore, your support of the use of Public Law 480 foreign currencies 
for the exchange of persons, aid to American schools abroad, and assistance to 
selected educational institutions abroad that will enable them to provide training 
in administrative, vocational, and technical education essential to the economic 
development of the less-developed countries. 

Warm personal regards. 

Most sincerely, 
CHRIS, 
\cting Secretary. 
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WASHINGTON, D. C., April 24, 1958. 
In re request for special listing of new countries to which barter cotton may be 
exported without proof of additionality. 


Mr. WALTER BERGER, 
Administrator, Commodity Stabilization Service, 
United States Department of Agriculture, Washington, D.C. 


Deak Mr. BERGER: The last group I country listings were published on Decem- 
ber 24, 1957. Therefore, a revised listing is now due, and I wish to request that 
the countries shown on the attached statement be included in the revised listings 
as a special group I listing under which cotton may be exported under barter 
without proof of additionality; provided, however, that such cotton must be 
exported no later than July 31, 1958, the end of the present marketing year. 

The countries shown on the attached statement are countries to which more 
than normal annual amount (10-year average 1947-56) of United States cotton 
has been exported during the first 7 months of marketing year 1957-58. Any 
new exports to these countries under barter during the remainder of the present 
marketing year will be in addition to the normal annual amount of cotton 
exported to such countries. 

You are familiar with the fact that the cotton now remaining in CCC stocks 
and available for sale are of the lower qualities, and the opening up of the 
special list of group I countries will afford the Commodity Credit Corporation 
an opportunity to dispose of an additional amount of cotton and will cause an 
increase in the normal annual amount of cotton being exported to such countries. 

Please bear in mind that all of the countries listed use their dollar balances 
to buy Mexican cotton as well as United States cotton, and the inclusion of the 
countries shown on the attached statement will result in a net increase in United 
States exports of cotton. 

I sincerely hope that you will give this matter serious consideration and will 
list these countries in a special group I listing when you issue your revised 
listings for cotton. 

Yours very truly, 


‘ 


WILLIAM M. Hynps. 


Countries to which more than normal annual amount (10-year average, 1947- 
56) of United States cotton has been exported during 1st ? months of markcting 
year, 1957-58 


t 


exporte ear begir marketing 
year 1957-58 


Running 
és ales) 

Eurom Portugal 2, 201 14, 794 
Sweden 40, O00 81, 518 

Switzerland 1 ( 61, 372 

Prieste 4K 5, 264 

North and South Ame Chile 29, §25 31, 509 
Colombia + 900 40, 617 

Cuba 17 26, 737 

Jamaica 272 3,010 

lrinidad and Tobago St 1,028 
Africa Union of South Africa 10) 18, 078 
Pacific and Far Fast Hong Kong 34, 500 65, 852 
Philippines } 27, 633 


Nott AN of the countries shown above us¢ ir dollar balances to buy Mexican cott« well as United 
States cotton . 


UNITED STATES DEPART? MENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
Washington, D. C., May 8, 1958. 
Mr. WILLIAM M. Hynps, 


Washington, D. O. 


Dear Mr. Hynps: Your letter of April 24 has been carefully considered. The 
elimination of the additionality requirement with respect to barter shipments 
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to the countries you listed, even on a temporary basis, would involve the risk 
of displacement of dollar sales. 

The historical volume of exports is one of the important factors receiving 
consideration in the determination of group I countries. However, in the case 
of cotton, a comparison of United States exports during the current marketing 
year is not fully comparable with the 10-year historical average. Until 1956 
the Commodity Credit Corporation had no separate sales program for cotton 
for export. Sales for export and sales for domestic use were made on the same 
basis. The policy on export sales was changed in January 1956 in order to make 
United States cotton more fully competitive in world markets. Under this pol- 
icy exports of United States cotton have greatly increased so that current ex- 
ports have been and are expected to continue considerably above the 10-year 
average. 

Consideration is also given to such factors as import restrictions, the dollar 
exchange position of the country, and competition from other suppliers. 

We appreciate receiving your views. 

Sincerely yours, 
WALTER ©. Bercer, Administrator. 


The Cuatrman. Before we recess, I apologize to other witnesses 
who were to be called this morning and for whom we do not have time 
today. 

Is Dr. Elliott here? 

Dr. Exutorr. Yes. I will be available for tomorrow morning if 
you could hold a hearing tomorrow, Mr. Chairman. 

The Cuarman. Off the record. 

(Discussion off the record.) 

The CuHarrman. We shall adjourn until 10 o’clock tomorrow morn- 
ing, Saturday ; all of you please be back then. 

(Thereupon, at 12: 05 p. m., the subcommittee recessed, to reconvene 


at 10 a. m., Saturday, May 10, 1958.) 
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Agricultural Trade Development and Assistance Act of 1954 


SATURDAY, MAY 10, 1958 


CoMMITTEE ON AGRICULTURE, 
Hovsr oF REPRESENTATIVES, 
Washington, D. C. 

The committee met, pursuant to call, at 10 a. m., in room 1310, New 
House Office Building, Hon Harold D. Cooley (chairman of the com- 
mittee) presiding. 

The CuarrMan. The committee will please be in order. 

The first person we shall call this morning is Mr. Walter Surrey. 
Mr. Surrey desires to make a brief statement relating to the pending 
measure. 

Mr. Surrey, I assume that your statement will be brief. 

Mr. Surrey. That is correct, sir. 

The Cuatrrman. Weshall be very glad to hear you at this time. 


STATEMENT OF WALTER STERLING SURREY, OF THE LAW FIRM 
OF SURREY, KARASIK, GOULD & EFRON, WASHINGTON, D. C.; 
ACCOMPANIED BY SAMUEL EFRON, WASHINGTON, D. C. 


Mr. Surrey. My name is Walter Sterling Surrey. I am a member 
of the law firm in Washington of Surrey, Karasik, Gould & Efron. 
This is Mr. Efron whois sitting to my right. 

We are here for two purposes: One is in connection with testimony 
that the committee heard yesterday with respect to the construction 
of housing for military personnel financed through the disposal of 
surplus agricultural commodities. We represented the contractor who 
is currently building the houses in France at 19 sites. I wanted to 
elaborate somewhat upon Mr. Arrington’s testimony, and it shall not 
be critical in any way. We have worked with him, and he has done 
an excellent job in getting the program going, and protecting the 
interests of the United States. However, I would want to clarify one 
point, and that is the question as to whether the contractor will own 
these houses after the lease period, and the option period expires—the 
20-year lease period, and the 5-year option period. 

In France, by constitutional provision, the United States cannot own 
property of this type. It was, therefore, necessary to find some legal 
way around that prohibition. What was provided, therefore, was for 
the contractor to build the houses for an agreed price as a result of 
bidding and his being the lowest bid, and then by negotiation. It 
was provided that the United States would get these houses for a 
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20-year period, plus the 5-year option period at a nominal amount of 
$30 per month per house for the option period. 

However, in order to reduce the cost of the houses to the United 
States it was agreed that we would sell the residual value of the houses, 
or in other words, the value of the use of the houses, after the expiration 
of the 25-year period under a public sale with an upset price agreed 
to between the United States and the contractor, and that the money 
obtained from that sale would go then to the United States. 

In the contract there was calculated a given amount for the upset 
price for the sale now of the value of these houses at the end of the 
period, and that amount was deducted from the contract price, and 
anything above that which is realized from the sale goes to the United 
States. 

For all practical purposes, therefore, you have really given title to 
the United States, and the United States in effect has sold the future 
use of those houses and taken now the benefit of that sale of the residual 
value, or the value when their term of lease expires. 

The contractor has no interest in the residual value, and no interest 
in the houses after the lease and option period. 

The second question that arose-—— 

The CuarrMan. Before you leave that question, the arrangement 
which you have just described was a technical arrangement that 
became necessary because of the fact that we could not acquire fee 
simple title to the property / 

Mr. Surrey. That is correct, sir. 

The Cuarrman. For all intents and purposes, though, the Federal 
Government is making the investment and actually owns the property 
for a period of 25 years? 

Mr. Surrey. Yes, sir. 

The Cuarman. It will be divested of its interest at the end of 25 
years unless another arrangement is made? 

Mr. Surrey. Yes, sir; and for that divestment it gets paid. 

The Cuairman. That arrangement which you have described has 
actually resulted in France imposing the 16 percent tax on the build- 
ing of these houses which will ultimately and always remain in 
France? 

Mr. Surrey. That is correct. 

The Caatrman. I am not questioning what our agents did or did 
not do, but it does seem to me that in that technical situation that in 
negotiating with France and with the officials of the French Govern- 
men our negotiator should have insisted upon a waiver of the tax. 

Mr. Surrey. I would like to add to that point, if I may, sir. 

The Cuarrman. All right. 

Mr. Surrey. There is a basic agreement between the United States 
and France concerning the elimination of taxes on this type of opera- 
tion. There was some discussion yesterday as to whether the facil- 
ities—these housing facilities—were built on the base, or just off the 
base. I do not think that is at all relevant. The tax waiver agree- 
ment between the United States and France provides that this agree- 
ment shall apply to those expenditures made by the United States in 
the interest of the common defense for the acquisition of articles, sup- 
plies, equipment, and materials, whether used as acquired or processed 
or incorporated into construction, and whether exported or used in 
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France for the needs of the United States forces or other Allied 
forces. 

The other relevant provision says that— 
with regard to the expenditures made in France by the Government of the 
United States under contracts made and financed directly by the Government of 
the United States, the latter will deliver a notification of all such contracts to 
the French Government. This notification will certify that the articles covered 
by these contracts are within the purpose of the present memorandum, and will 
indicate all the etements making it possible to determine the sum representing 
the amount of the taxes and duties specified in paragraphs 3 and 4 above, which 
will be included in the price. 

In other words, the construction should be tax free. The actual 
price that was negotiated after the contractor whom we re presented 
was selected as the lowest bidder, the actual price that was then nego- 
tiated between the United States and the contractor did not include 
the tax because at that time we had indications, and reasonably good 
assurances from the French Government, that the tax would not be 
imposed. The result is, of course, that you have added on to the 
contract 16.5 percent more than the price set in the contract. 

The Cramman. That means that we get less housing. 

Mr. Surrey. That is in effect correct, sir, since the contract price 
did not include the tax and was designed to get more housing. It is 
our belief that both in this operation and in any future operations of 
this type, particularly in the NATO countries with whom we have 
comparable type agreements such as the one with F rance, that the 
taxes should not be applied. 

These installations are made necessary for the common defense 
of the NATO countries and the United States and the United States 
should not have to pay the tax. 

The Cuatrman. I would like to emphasize this fact: 

The evidence presented to this committee by Mr. Arrington indi- 
‘ates that these are not shacks that are being built over there; they 
are real houses, and they cost about $18,000 a house. 

Mr. Surrey. That is correct, sir. 

The Cnatrman. Everything would indicate that those houses will 
be there for many years after we have finished with them. 

Mr. Surrey. That is correct, and the United States Government 
is getting the benefit of those many years and when the residual value 
is sold, then the United States Government gets the benefit of it. 

Mr. Poacr. Was it from a business standpoint a smart thing to 
build a house to last for 100 years when you are going to sell the 
residual value at the end of 20 years, and get practically nothing 
for it? Even though we get $7, 000 or $8,000 for them, the present 
value of money is only $5 00 or $600 or $700. 

Mr. Surrey. Yes, sir. 

Mr. Poacr. So, as a matter of fact, we are not getting more than 
5 percent of the cost of construction of those houses by selling this 
residual value. I know we have to sell them under the French law, 
but we are actually not reducing the cost of these houses by more than 
5 percent. 

Would it not have been better to reduce the cost involved here on the 
material we used, and not have built a long-term house ? 

Mr. Surrey. I think the better procedure, sir, would have been to 
have the sale of the residual value at the end of the lease period 
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and have the benefit of the money realized go to the United States 
at that time. 

Mr. Poaer. I think so, too. 

Mr. Surrey. And, this is what we urged, because it makes no dif- 
ference whatsoever to the contractor, but is solely a question of the 
amount of the benefit to the United States. 

On the other hand, I think that there may have been some thought 
in the executive branch that by selling the residual value now you 
are reducing the amount of money now that you have to spend for 
the building of the houses rather than building up a benefit 20 years 
or 25 years from now. 

Mr. Stmprson. Mr. Chairman, I would like to ask the witness a 
question. 

The Cuamman. You may proceed. 

Mr. Stweson. Did I understand you to say that the French Gov- 
ernment is taxing the United States 16 percent a year on these houses? 

Mr. Surrey. It is taxing the contractor for the materials, supplies, 
and such that go into the house, and that tax amounts to the total 
tax of approximately 16.8 percent of the total construction price of 
all the houses and the materials involved. 

Mr. Stueson. Who pays this tax ? 

Mr. Surrey. It comes out of the funds that are provided from the 
sale of surplus commodities. The contractor pays it, but when he 
presents his progress certificate for payment to him a part of that 
money has to go to the French Government. 

So, ultimately, the United States is in effect paying for it. 

Mr. Srwrpson. Does the United States Government pay any part of 
that 16-percent tax ? 

Mr. Surrey. Indirectly, but very much so. 

The Cuamman. It is not a per annum tax; it is a building tax. 

Mr. Surrey. It is a building tax on materials and supplies. 

Mr. Srmpson. Does the United States Government pay any part 
of it? 

Mr. Surrey. Indirectly it pays it all. 

The Cuarrman. It pays it all. 

Mr. Surrey. That is right; all of it. 

Mr. Suupson. If it pays 16 percent, in a little over 6 years we will 
have paid the French Government the total cost of the housing, and 
then for the other 14.5 years that they pay the tax they will be paying 
someone to take the houses ? 

Mr. Surrey. It is a total of 16 percent on the entire contract price. 

The CHarrMan. It is not 16 percent a year. 

Mr. Srupson. In a little over 6 years the French Government will 
have collected as much as the houses cost. 

Mr. Surrey. No, sir. 

Mr. Poace. Mr. Simpson, this is more like a sales tax on an excise 
tax. 

Mr. Surrey. It is considered as a sales tax on materials and supplies. 

Mr. Stmpson. I see. 

Mr. Surrey. It would be paid, actually, within the 2-year period 
during which construction takes place. 

Mr. Stmeson. I do not know whether this is relevant or not, but 
did I understand you to say that the French Government says we 
cannot own property in France ? 
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Mr. Surrey. That is correct. 

Mr. Simpson. Do we own our Embassy in Paris? 

Mr. Surrey. Embassy properties are exempt from that provision. 

The Cuatrman. Mr. Surrey, I believe there was another point which 
you wished to make. 

Mr. Surrey. The other point we had deals indirectly, or directly, 
‘ather, with the barter provisions that are being considered by the 
committee, and there is one type of barter provision just for certain 
types of services which we wish to advocate. It is called by a some- 
what complicated name ar trade—but it actually amounts 
to this: A very simple ex aie of it is a case which is now being con- 
sidered where many years ago the Spanish private business people, 
primarily through Spanish subsidiaries of French companies, in con- 
nection with industrial programs that in part had been already started 
with French and German een ordered materials from France— 
manufactured goods, after shopping around for the best price. How- 
ever, the Spanish economy is in such bad straits today that, although 
most of these goods, or a large part of them, have been complete y or 
partially manufactured, they cannot pay for them. The Spanish and 
French Governments have urged that the payment could be obtained 
through the disposal of surplus cotton which France requires which 
Ww ould, in effect, be given to Spain which would then give the surplus 
cotton to Fr ance, and receive from France the manufactured goods, 
and the United States would receive pesetas on the sale of the surplus 
commodities. 

There has been considerable opposition by the executive branch to 
triangular trade. I would like to leave with the committee certain 
proposed limitations on this type of trade which I believe would avoid 
the primary and basic objections of the executive branch, and at the 
same time would permit surplus commodities to be disposed of under 
Public Law 480 in a manner that would accomplish two good purposes 
rather than one. 

The CuarrmMan. Mr. Surrey, you are talking about a triangular 
transaction ? 

Mr. Surrey. Yes, sir. 

The Cuatrman. I think it might be well for you to describe to us 
just how it works, and partic ularly, t the one you are talking about. 

Mr. Surrey. The one 1 was mentioning, sir, was a sale of cotton to 
Spain under Publie Law 480, and which Spain would arrange for the 
delivery, in effect, to France, which needs the cotton, and France would 
pay Spain in manufactured goods that had been ordered long ago, and 
manufactured or semimanufactured, and Spain would put up pesetas 
as the local currency payment for the surplus cotton. 

Mr. Poage. What protection is there to the American cotton people 
to be assured that France is not reducing her dollar purchases as a 
result of that action ? 

Mr. Surrey. Under one of the limitations I would propose the ulti- 
mate receipient of the cotton or any other surplus commodity would 
not receive that commodity unless it could receive it directly, that is, 
be eligible to receive it on a direct transaction under Public Law 480. 

Mr. Poaer. And unless they had actually bought their normal 
supplies in dollars ? 

Mr. Surrey. That is correct. It would never take place unless under 
the direct provisions of Public Law 480—under the provisions of the 
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law of title I it could take place. It would take place only where both 
countries are in support of it. I would propose it would take place 
only where the goods that are going back, that are being shipped 
from one country to another, were goods that were on order a long 
time, and where they had been partially or completely manufactured 
so that you would not disrupt normal trade in terms of manufactured 
goods. 

The Cuarrman. For future transactions what suggestions would 
you make? 

Mr. Surrey. On future transactions I think you would have to regu- 
late it to the extent that you made certain that everyone had an oppor- 
tunity to bid for the goods, and that the supply of these manufactured 
goods from the country ultimately receiving it to the country to which 
the triangular trade was taking place was a part of the normal trade 
of those two countries, and not, for example, taking the trade away 
from an American manufacturer or from any other normal supplier. 

With reference to the specific case in Spain that I am talking about, 
these goods never could have been ordered in the United States. The 
type of goods and the dimensions of the goods eliminate manufacture 
here, except under a special order, and at a considerably higher price. 

I would like also to leave with the committee, if I may, some pro- 
posed amendments to Public Law 480, one which would give an impe- 
tus to the use of surplus agricultural commodities in connection with 
future housing programs for our military personnel, with proper con- 
trol. 

The Cuarrman. Would that have to be an amendment in the law? 
Why could we not put it in the report? They have the basic authority. 

Mr. Surrey. That is in the basic authority. 

The Cuarrman. They write the regulations and they conduct the 
negotiations. 

Mr. Surrey. That is true, but the difficulty is, as I understood from 
Mr. Arrington’s testimony yesterday, the Defense Department seems 
to like it, but for some reason Agriculture seems not to like it. If the 
disposition of the committee is that this is a good way of disposing of 
surplus agricultural commodities so that the United States gets the 
benefit of housing programs for its military personnel in the NATO 
countries or others, you may need more than merely a statement to 
that effect in the report. You may need some more specific direction 
in the legislation itself. 

The Cuatrman. My only question about that is, I do not like the idea 
of putting our agencies in a straitjacket by giving them too much di- 
rection and taking away their discretion. 

I think if the committee put the suggestion which you made, or the 
substance of those suggestions, in the report, it would certainly indi- 
cate our intention and our ideas about it. 

Mr. Surrey. It could be done either way, sir. The language we 
propose for legislation is obviously not straitjacket legislation. It is 
merely a direction to you to use every practical means. _ 

The Cuarman. Isee. Wecould dothat. 

Mr. Surrey. But, you could do that in the report. We would be glad 
to submit suggested language for the report in that connection. 

The Cuarrman. Mr. Surrey, do you have anything further ? 

Mr. Surrey. That is all I have. 

The Cuarrman. Are there any further questions? 
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Mr. McIntre. In relation to observations on the triangular ar- 
rangements were you making those observations on the basis of defense 
installations, or were you making those in the context of commercial 
transactions ¢ 

Mr. Surrey. Straight commercial transactions, and not in connec- 
tion with defense. 

The CuHatrMan. There was some statement made yesterday where 
Mr. Arrington indicated, I think, to Mr. Poage as he was being 
interrogated by Mr. Poage, that he ‘thought it might be well for us to 
look with favor on government-to-government barter. 

That would completely disrupt normal trade; would it not ? 

Mr. Surrey. Tf you are talking about barter of m: aterials, I would 
think that the United States Government would prefer to regul: ate and 
control the barter by suggesting that it go through private trade chan- 
nels the same way that ‘the basic cone ept of Public Law 480 provides 
for disposal through private channels. 

I would not, personally, believe that, in connection with materials 
and machinery and that type of barter, you would want to have gov- 
ermment-to-government barter. 

The Cuatrman. I also think, if we had government-to-government 
barter between surplus commodities and strategic materials, we would 
disrupt regular trade. 

Mr. Surrey. We would be disrupting regular private trade chan- 
nels, and I do not think this bill is designed for that purpose. 

Mr. Wint Sairu. After we are paid this 16-percent sales tax on 
these houses, what taxes are then placed upon the housing for this 
period of 25 years? 

Mr. Surrey. There is not any substantial tax on them. The tax is 
in connection with the construction of the house and the materials 
that go into it, as well as the supplies. Is that correct, Mr. Efron? 

Mr. Erron. Under the lease agreement that was entered inte be- 
tween the contractor and the United States, the contractor undertakes 
to pay all normal taxes, which are minimal, incidental to the opera- 
tion of the house during that 20-year plus 5-year option period, dur- 
ing which time exclusive occupancy will be by United States Gov- 
ernment personnel of that house. 

The United States Government undertakes to maintain the houses, 
but the normal taxes which would arise from private ownership are 
paid by the contractor. There are no taxes on the United States 
Government. 

Mr. Wint Smiru. The United States Government would pay no 
taxes on these houses ¢ 

Mr. Erron. The United States Government would pay no taxes on 
them except this indirect tax of 16.5 percent to which reference has 
been made. 

The Cuatmman. If the French can provide that concession, why 
cannot they also waive this initial building tax ? 

Mr. Erron. I see no reason why they cannot, Mr. Cooley. It is 
our position that they are obligated to cooperate, and it contemplates 
that the French Government will waive it. 

I was in France at the time this was negotiated, and the French 
Finance Minister stated they would give attention to the waiver of 
the tax, but there have been seve1 ral governments since that time. 
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The Cuatrman. As Mr. Surrey pointed out, you have no financial 
interest in that? 

Mr. Erron. No, sir; not beyond the terms of the contract. 

The Cuamman. So far as you are concerned, that transaction is 
consummated and finished ? 

Mr. Erron. In one sense, sir. However, the 16.5 percent of $50 
million, which is the amount of this contract, runs to about $8 million, 
which at the time of the contract negotiations, was included to con- 
struct a lot of housing and not for paying taxes. Now you have a 
different situation. 

The Cuatrman. Is that all? 

Thank you very much. 

Mr. Surrey. Thank you, sir. 

The Cuamman. Will Dr. Elliott please come around with his as- 
sociates ? 


STATEMENT OF DR. WILLIAM Y. ELLIOTT, CONSULTANT TO THE 
UNDER SECRETARY OF STATE, DEPARTMENT OF STATE, ACCOM- 
PANIED BY JAMES H. SMITH, JR., DIRECTOR, INTERNATIONAL 
COOPERATION ADMINISTRATION; RUSSELL L. RILEY, DIRECTOR, 
INTERNATIONAL EDUCATIONAL EXCHANGE SERVICE; AND 
LEONARD SACCIO, GENERAL COUNSEL, INTERNATIONAL COOP- 
ERATION ADMINISTRATION 


Dr. Exurorr. Mr. Chairman, I would like to present my associates 

to » 
The Cuarrman. That will be fine. 
Dr. Exntorr. I would like to present Mr. Smith, the Director of 
the International Cooperation Administration; Mr. Leonard Saccio, 
the General Counsel; and Mr. Riley, whom I will ask to come up, is 
the Director of the International Educational Exe hange Service of 
the Department of State, Mr. Chairman. 

The Cuarrman. Will you gentlemen please have a seat? We shall 
be very glad to hear you now, Doctor. 

First, let me ask you this question in order to verify your position : 
You are in favor of an extension of Public Law 480, are you not? 

Dr. Exxrorr. Indeed, we are, sir, and we feel it is a very valuable in- 
strument of foreign policy and it could be made more so. 

The Cuarman. We have a letter from Mr. Christian Herter, which 
I submitted for the record, and I had a conversation with Mr. ‘Herter 
on the telephone. He explained to me his predicament, and ex- 
pressed regrets that he could not appear, personally, before the com- 
mittee. I assured him I did not think it was necessary for him to in- 
terfere with his duties. I am sure he is well represented in the event 
you should appear in his behalf. 

I assume you do have suggestions to make regarding the program 
which has been in operation and which might be in operation in the 
future under Public Law 480? 

Dr. Ex.sorr. In the first place, I think we ought to put it clearly 
on record that we do think this is a very valuable instrument of for- 
eign policy and can be made more so by clarifying some aspects of 
the record, and by two of the amendments that the Senate has pro- 
posed to it, and which the Department is very grateful for, and hope 
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that the House will support. I refer to S. 3420, sections 2 (a) and 
2 (b) (lines 5 through 21 on p. 2). 

n the second place, by bringing to your attention what I hope Mr. 
Smith will particularly help to highlight this morning because he has 
just finished an inspection tour of a “great many of “these countries 
where there has been Communist penetrat ion and seeing how his own 
shop is operating. 

Mr. Poace. You just stated that you could consider this a very valu- 
able instrument of foreign policy, with which I agree. 

However, would you “be willing to have the cost of this program 
charged to ‘the State Department instead of the Department of Agri- 
culture ? 

Dr. Exxiorr. Well, Mr. Poage, I have been a staff director up on 
the Hill for Congress, and I know better than to try to answer that 
question offhand, and I hope you will 

‘Mr. Poace. Do not you know that it is one of the vital questions 
concerned here ¢ 

Dr. Exxtorr. It is a vital question, indeed, from the point of view 
of your consideration, but not all of this expense is chargeable to 
foreign policy, of course. 

Mr. Poace. Of course not. I am not suggesting that it all be 
charged to foreign policy. I am asking you how much should be 
charged to foreign policy. 

Dr. Exsiorr. 1 would like to ask you, sir, how much of it is charged 
to foreign policy. I am a farmer, and I very much appreciated your 
questions of the witness yesterday, in my capacity as a farmer, when 
it was suggested that all the Federal costs should be raised by forcing 
soybean products to be further supported by being decl: ared surplus 
even when other substitutes or dry feed, high protein equivalent, were 
in short supply for farmers who have to buy feed. I think it is fine 
to find out that the Agriculture Committee is thinking about all kinds 
of farmers’ interests and their protection—as you said. The ones that 
buy feed for cattle, hogs, and sheep, as I do, have the same problem 
from the standpoint of “distribution of joint cost on feed substitutes— 
as you showed. It may be almost equally difficult to allocate how 
much of the cost of the surplus agricultural products under this act 
should be charged up to foreign policy y, primarily. 

Mr. Poacr. Do you agree, then, that the Department of State 
should bear part of the cost? I realize that the taxpayers bear it all, 
but should a part of this expense be allocated to foreign policy ? 

Dr. Exxiorr. At any time that the Congress of the United States 
will add to the budget of the Department ‘the appropriated funds to 
carry this, I should say, of course, it will be very happy to do so, but 
it has to be a balancing opel ration. You cannot get blood out of a 
turnip. Agriculture has prior claims, maybe. 

Mr. Poace. Now, you would laugh this thing off, but I am dead 
serious about it. 

Some members of your own agency go out and tell the people of 
New York City and Chicago that we are wasting $1.5 billion, or any 
other amount they want to say, of tax money to support agricultural 
prices through this legislation. 

Dr. Exxiorr. Who says this? 

Mr. Poacr. Now, of course, we are spending some money to support 
agricultural pric es, and some of it should be charged to agriculture, 
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but you told us this was a very valuable instrument of foreign policy, 
with which I agree. 

Dr. Exxuiorr. I would like to tell you why, also. I just said if you 
are going to charge it to the State Department, please see that the 
State Department has something to pay it with. 

Mr. Poacr. Obviously—now, let us not be funny about this thing. 

Dr. Exuiorr. I am not being funny about it. 1 am just trying to 
see my way clearly. 

Mr. Poace. Obviously, you cannot pay it unless Congress makes an 
appropriation. We are not children in the first grade; we have at 
least gone to the fourth grade, and we know the State Department 
cannot pay it unless we make the appropriation. 

Dr. Exniorr. That is right. 

Mr. Poace. Well, now, what are you telling us? Ave you givin 
me an answer to my questions, or are you trying te laugh it off! 
Should not part of it be charged to the State Department ? 

Dr. Exxiorr. Well, I think that is a decision which has to be made 
by Congress in its wisdom as to how it is going to allocate Federal 
expenses. You can make exactly the same kind of argument about 
charging the merchant marine to the Defense Department if you want 
to. If you want to handle the budget in that way, it is perfectly all 
right. I at least, would not mind as long as there are the provisions 
for doing it. But I think Congress, through its overall appropriating 
power, would have to be the one that would determine what part of 
this was properly chargeable to foreign policy. 

Mr. Poacr. Of course, we are the ones who have to decide whether 
we will renew it or not. 

Dr. Exxiorr. Yes, sir. 

Mr. Poacr. But, you are up here to give us your views on the mat- 
ter. You are willing to give us your views on the matter on one side 
of it, but you are not willing to give your views with reference to this 
question which I have asked. 

Dr. Exxiorr. You are asking me to consider something and give a 
snap judgment that I certainly would want a little time to study. 

Mr. Poace. You are the very man who came up here and started 
your statement with the thought that this was a very valuable instru- 
ment of foreign policy. 

Dr. Exuiorr. Yes, sir. 

Mr. Poacer. If it is valuable—and I agree it is—I ask you how valu- 
able it is? You are the man that made the statement. I did not make 
it. You made the statement, and I asked you to tell us how valuable 
it. is. 

Dr. Exxrorr. And you asked me to put a dollars-and-cents cost. on 
something that would take a little while to give you any kind of rea- 
sonable answer. 

Mr. Poacr. Will you mull it over, and mail us an answer? 

Dr. Evsaorr. I will be glad to try to, sir. But I could not promise 
to commit the Department by my view. 

Mr. Stmpson. I question whether or not the agricultural money 
should be charged up to the Department of State. I have advocated 
that there be some accounting, and I was possibly one of the first on 
the committee to advocate that. However, I do not think we ought 
to charge it up to the Department of State because thev are more in 
the red than the Department of Agriculure. 
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Mr. Poacs. Probably so. 

Mr. Jounson. I think we all agree that it should not be charged up 
against the farmers. 

Mr. Huw. Mr. Elliott, 1 would like to get into another part of this 
quest ion. 

The CHamMan. Suppose we let him proceed with his statement. 

Dr. Exiivrr. 1 would like very much, if I could, to do just two 
things, briefly, Mr. Chairman: First of all, 1 would like to give you 
a few ideas why the Senate amendments that interest us especially 
are helpful, and why we think they should be accepted, we hope, by 
the House. I have given you an annex A to help to explain why we 
think that the sections 2 (a) and 2 (b) are useful, which I have cir- 
culated around among the members of the committee 

Then in the second place, as [ have tried to show in annex B we 
would hke to go on and show why the educational side of the use of 
local Public Law 480 funds is important to the economic development 
of the powers under sections 104 (e) and (g). 

If you prefer I do that later that is fine, but since Mr. Smith has 
come up with me, I would like particularly to turn over to him 

rather early some observations on these points. 

Mr. Hitz. The question I had in mind has no bearing on the 
appropriation, except I would like to say this in passing: 

This committee is not the appropriations committee. ‘The money 
has to be provided by another committee. It does not seem fair to 
Agriculture and to the State Department also now that we have come 
to a point—and I am sure Mr. Poage would agree 100 percent—where 
we should begin with the State Department and with the Agriculture 
Department and each take a percentage of this, and maybe most of 
it be charged up to defense. 

Ac tually, you would have no quarrel with that; is that correct? 

Dr. Exiorr. I would not know how much to charge to defense. 
For instance, you have the housing projects that I just listened to the 
testimony on Friday—yesterday—before this committee with a great 
deal of interest. 

Mr. Hitx. Certainly we should not be charged up in this committee 
with the educational program and say this is an appropriation for 
agriculture. That, itself, is not what I wished to ask you about. 

Would you discuss before you begin your discourse the importance 
of timing in regard to getting this legislation renewed immediately ? 

Dr. Etxiorr. Y es, sir. I am very much concerned about that aspect 
of it, because a great many of the plans that the executive depart- 
ment has to make are involved. I know that Mr. Riley has been held 
up right along every year in the matter of timing, depending upon 
some knowledge of what funds his agency can count on. If you are 
going to help the Roberts College in Istanbul in Turkey—which has, 
as I say in my testimony—probably produced—and I am told this on 
good authority not by one, but by several people—50 percent of the 
younger leaders of Turkey since Kemal Pasha have been in some way 
associated with this college—if you are going to do that—— 

Mr. Poacr. The same thing is true with reference to the American 

“hiversity at Beirut; is it not ! 

Dr. Exvuiorr. Yes, sir; very much the same thing; the American 

University at Beirut is covered in my testimony, and I hope to get to 
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it, and I hope Mr. Smith will have a chance to tell you something 
about it. 

Now to answer Congressman Hill’s question: It is very important 
to get these things settled as quickly as possible by renewing this act, 
because otherwise we do not have the planning ability to make the 
kind of plans that are effective in countering the Russians who are 
not operating on a year-to-year basis. 

Mr. Hux. According to what you say, it would appear to me we 
should not delay this legislation for other legislation because I con- 
sider this program entirely different from any other types of farm 
programs and in addition this is an extension of present legislation 
with amendments. 

Mr. Exxiorr. It combines a great many features that are of great 
interest to the farmers of this country as well as to the foreigners, 
especially for helping these underdeveloped countries get on their own 
feet, and stay there. My advocacy of this is mainly based upon the 
fact that this is a way toward self-help, not only through the Cooley 
amendment in and through section (e), which allows these people 
to develop some types of processing in using our farm products, but 
through giving them ability to develop the technicians and admin- 
istrators without which they cannot run these countries, even on a 
survival basis. This is the best investment of funds I can think of 
that we have. 

These funds are not funds that come into the dollar appropria- 
tions except once in paying for the commodities but they do reach 
ends that dollars would not reach unless they were expendid directly 
and additionally. That is the point I believe Congressman Poage 
wants emphasized—and rightly. We do, in submitting State and 
ICA budgets have to show the Appropriations Committee how much 
help from Public Law 480 we get each year. 

Mr. Hix. I would like to ask a question of Mr. Smith. As I 
recall, if you will excuse this personal reference, you are a Coloradan. 

Mr. Smiru. Yes, sir. 

Mr. Hix. If I recall correctly you are from Aspen. 

Mr. Smiru. Yes, sir. 

Mr. Hix. You are also a farmer in a way. You own a ranch in 
that area? 

Mr. Smrru. That is correct. 

Mr. Hu. I will ask Mr. Elliott what is his State and what he 
farms. 

Mr. Exxiorr. I am a Tennessean by origin. I own a mountainous 
farm (like my own home country) in Virginia. It is up and down 
and can raise cattle, hogs, and sheep but I do not yet make a profit 
on them. 

Mr. Hitz. Do you call mountains in Tennessee mountains the same 
as Mr. Smith and I do? 

Mr. Exxiorr. Let us not get into magnitudes. We have about as 
high mountains as they have in the East and my farm is bounded on 
two sides by the largest “mountains” east of the Blue Ridge. We 
call them hills. You would call them bumps. 

Mr. Hitt. What is the height of the mountains near your ranch, 
Mr. Smith? 

Mr. Smiru. My house is 8,020 feet above sea level and I consider 
my good friend here a flatland farmer. 
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Mr. Hiri. The top of the peaks in your area would be 12,000 to 
14,000 ? 

Mr. Smirn. That is right. 

The Cuarrman. Now that we have the height of the mountains cov- 
ered, let us get back to this legislation. 

Mr. Trewes. Everybody concedes everything is up in the air in 
Colorado. 

Would there be any Public Law 480 if there were no surpluses? Do 
I misunderstand that ? 

Mr. Exniorr. I would think not, but that is not the whole of the 
story. There are surpluses and we are using them and I think there is 
a real point about their aid to our foreign policy. They certainly help 
us not to have to rely on dollar appropriations for things that are 
mighty useful, if we can get the funds. I wish Mr. Smith ‘could have 

the opportunity—and rather quickly if I can breeze through 2 or 3 
pages of this—to turn over to him because I think he has the kind of 
testimony Congress is entitled to hear from somebody who has looked 
at his problems on the spot, all over the world. I am glad we have 
somebody running that shop who goes out to look at it and see what is 
wrong as well as what is right. 

I would like to convey to you at the outset just what Mr. Herter has 
said in his letter. I am sure many of you who are old colleagues of his 
will appreciate the fact that it is a genuine deprivation for him not 
to be able to be here. He has had to cancel out a lot of things of crucial 
importance to handle other things as Acting Secretary. 

If I can summarize just a few of the points in these letters they will 
help with setting the whole problem. 

The first letter that I will deal with is from Mr. Herter to “7 chair- 
man. I will read 2 or 3 things because they are the only ones I think 
you need to have. In the first place he feels that support of the pro- 
posed amendments relating to a wider use of foreign currencies in our 
educational programs with other countries that the Senate proposed 
is very important and he hopes that the amendments noted above and 
in annex A of my submission for the record that you have before you 
will pass. 

They give aid particularly and specially, almost entirely, to these 
American- sponsored schools. I do not think there is any question 
about the fact that the 30 or 40 schools of some importance and the 
hundreds of smaller schools and colleges that have a religious basis all 
over the place, in Latin-America as well as in the under developed 
countries of the Middle East, are about as important as any American 
investment. They stem from missionary enterprise and missionary 
zeal in many cases and they have paid the greatest dividends, not in 
money, but in a true picture of America, and in friends. 

The Cuarrman. You have in mind colleges like Roberts College in 
Istanbul and the American University in Beirut ? 

Mr. Exxiorr. Yes, and the American Institute at Bologna. It has 
done a wonderful job in Italy. I think Congressman Anfuso is well 
acquainted with it. There is also the broad support by the use of 
Public Law 480 foreign currencies for exchange of persons, beyond 
this aS additional aid of American schools abr oad, authority 
which ICA already has under sections (e) and (g) of 104 of the basic 
act to afford assistance to selected educational institutions abroad, 
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especially those that train civil servants and technicians and the people art 
who have to run these countries to keep them out of the hands of the tel 
Communists, that will enable them to provide training in administra- to 
tive, vocational and technical education essential to the economical 
development of the less developed countries. ; su! 
In Mr. Mann’s letter he supplements that by two or three points wc 
I hope the committee will note. You will note in his letter of May 5. to 
to Mr. Cooley that the Department believes disposal of surplus com- we 
modities under the act not only serves important foreign policy ob- Fc 
jectives but his letter emphasizes that the bulk of our title I sales is 
to underdeveloped countries, many of which have serious foreign let 
exchange problems. We could not really deal with them by direct ei 
appropriation without an enormous increase in the cost to the tax- th 
payer. yt 
agree fundamentally with Mr. Poage in saying that this is an i 
instrument of foreign policy. ‘There is no question it is. It is not ts 
only a source of emergency help in different periods provided by ne 
Public Law 480 commodities under this and under title Il as well and to 
in some cases by the barter provisions of title III. The Department la 
feels, as Mr. Mann emphasized, that we can contribute to the economic fc 
development through foreign currency holdings not only under sec- ti 
tion (e), which contains the Cooley amendment in that section, which M 
is for foreign economic development, but through section (g) which al 
deals with loans—and in many cases loans are feasible—providing not 
only the long run objective of strengthening their basic economy but ic 
also to provide the basis for continued political stability in these n 
countries. w 


I would like to emphasize that last point. Basic political stability b 
is obviously the first ingredient of economic development. You can- 
not have self-help in these countries unless people can invest capital 
with some assurance, not only Americans but the people in these 
countries themselves. Let us ask how do you think an Indonesian 
or even an Indian feels about the future of his investments security ? 
I would not like to mention other countries unless it were off the rec- 4 
ord, because some are too obvious. You can see that unless you have 
stability ahead you do not have the capability either of resisting Com- 
munist infiltration or making long run plans of capitalist develop- 
ment and free institutions. 

The Cuatrman. Congressman Poage and I have some substan- 
tiating evidence on that statement. We had the Minister of Finance 
of one of the countries tell us it was absolutely ridiculous for America 
to make money available in that country unless America was prepared 
to see to it that it was used in the way we intended it to be used. 

Mr. Poace. He said, “I hope you will put strings on it”. 

The Carman. Yes. 

Mr. Wixt Smorru. Is it not also true not one of those countries 
teaches the free enterprise system, it is all socialism ? 

Mr. Exxiorr. No. 

Mr. Wint Smiru. Name one. 

Mr. Exxiorr. South Korea, the Philippines, Japan, Iraq are getting 
good training in this and so is Pakistan. You are right that we are 
up against one of the worst kinds of stacked deals that ever was in 
many parts of the world in the Marxian penetration of a great many 
of these countries. We try to combat that. In other words, what we 
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are up against is something where the dice have been loaded by in- 
tellectuals trained in Moscow and by the apparatus Moscow has put 
to work by penetrating the school system and the universities. 

I word not question that because every summer at the Harvard 
summer school I see these people come over here from all over the 
world and they are heavily infected, even the people who are friendly 
to us, with this basic Marxian ideology. I do not question that. But 
we are trying to counter it. It is a fact. We want to deal with it. 
Fortunately there are some exceptions. 

May I just point out that the second major point in Mr. Mann’s 
letter is that heretofore we have had very “grave difficulties” this is 
a confession from the Department with economic development because 
there has been a large backlog of foreign currencies that have not been 
nut to use. Nobody is trying to do that more than Mr. Smith, here. 
| will turn over to him shortly to tell you about it. Steps are being 
taken, as Mr. Mann says “to remedy this situation.” Simultaneous 
negotiation of the sales and loan agreements (which permits you 
to get the best deal), “are now taking place.” This results in a much 
larger : amount of local currencies dev eloping and being made available 
for use in these countries, which the United States is in a better posi- 
tion to direct or at least help to direct toward fruitful ends. As Mr. 
Mann says, this should help materially to widen utilization, training, 
and to finance economic development projects. 

Third, the education and training of people within these countries 
is a necessary part of foreign economic development. I have already 
made the point that it is impossible to have real economic development 
without stability, without conditions under which investment is possi- 
ble. This point is spelled out in annex B of our submission to you. 

The only kind of economic progress which you can really ac hieve is 
one in which economic development has to require trained, skilled, 
and semiskilled workers, administrators, teachers of these techniques, 
and technicians. This has been usefully undertaken under some 
aspects already in the use of foreign currencies under Public Law 
480. Itisnow possible under the act under sections (e) and (g). But 
in our view it has not been done adequately and not enough currencies 
have gone to that kind of productive self-help without which we can- 
not get these people, if I can use this expression without offense, off 
our backs. The burden on the United States will be lightened to the 
degree that they can help themselves by trade, not aid. The Biblical 
injunction is to bear one another’s burdens, but it says “one another’s.” 
I do not want to get into a scriptural controversy but it seems clear 
that is a reciprocal kind of business. The more we can get them 
to help us as well as themselves, the better. 

The record should be made clear that this use of Public Law 480 
for education has support not only in the State Department and ICA 
but by Congress which has provided in Public Law 480 local cur- 
rencies such a valuable tool. If I may say so, departing from my re- 
marks a moment, that you and others—I believe Mr. Poage was either 
on the Colmer committee or Herter committee—— 

The CuHarrmMan. He joined us there and Mr. Hill, too. 

Mr. Exuiorr. He will remember—you see, I had the honor to serve 
as staff man for the Colmer committee and staff director for the 
Herter committee—you will remember what my instructions were: 
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From the first of the postwar period the Congress was far more 
prescient in this matter than the administration to see that every- 
thing done in this foreign aid direction was aimed toward creating 
self- help among and in these countries. The productivity teams put 
in by the ECA were put in at the suggestion of Congress. And this 
was only a first step. I think the record has never appropriately 
showed the creative role which the Congress of the United States 
played in forcing policy along these lines by demanding a longer 
term provision and planning to lift these foreign recipients of aid 
beyond grant aid to sound loans and trade. 

As a matter of fact, it was Mr. Herter’s resolution in 1947 that 
antedated the Marshall. proposals by several months. It was Mr. John 
Vorys’ Subcommittee No. 2 report, if 1 may say so, that the House 
Foreign Affairs Committee laid out the whole scheme of the ECA in 
June 1947. It was Mr. Simpson and that great fellow whose picture 
I am happy to see there, Cliff Hope, a truly fine and great American— 
your former chairman of this committee, who between them in Rus- 
sia took handfulls of sprouted wheat and showed them to the guides 
who were taking us around and said, this doesn’t look like well-planned 
economy tous. The wheat was ruined, it had been stacked uncovered 
and allowed to sprout and rot. We have had some wheat spoilage 
ourselves but never on that scale—if we saw a fair sample of collective 
farming. Congressmen were looking at the facts themselves. 

What I am trying to get across is this: This interest in self-help 
is the basic note that I have tried to introduce in this testimony. The 
Colmer committee members felt that better agriculture turning away 
from armaments would make Russia too far less dependent on the 
$6 billion loan Stalin was asking, which the committee was unwill- 
ing to consider for approval. I am not going to try to read you 
the rest of my prepared testimony because you have been kind enough 
to allow us to come here and put it on the record, and Mr. Smith ought 
to get his wish soon. I do want to say two things before I turn 
over to Mr. Smith. 

I will be glad to supply my testimony as written here for the record 
if you like, I can also give you if you want it—and I have brought 
along with me—an analysis of what the Communists are doing in 
training these people from the excolonial and even presently colonial 
countries, not only in Moscow, not only by sending out Communists 
to selected countries in whole teams, carefully trained with the lan- 
guages, with the ethnography, with the linguistics, and so forth, the 
blueprint for the conquest of Africa which the Moscow rulers have 
published in their Ethnographic Institute would operate through 
penetrating the Sudan and Ethiopia should be a warning to us. They 
move in and get hold of the key people in the schools and set up their 
party apparatus in the administration. 

The weaknesses of these systems are that they have not, newly 
emerging from colonialism, developed a governing group able to 
govern, even to do the simplest things, to make a budget, to insist 
upon the kind of personnel policy that is not completely Tiddled with 
favoritism. Nobody can change that overnight. Bui we iaust preven 
them losing to Communist subversion by default if we are going to 
lick the Communists in this struggle for the over 1 billion people 
involved in this third sector of the world. You must remember we 
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have about 600 million people, or less, in the democracies of highly 
deve loped capitalist and adv: eed countries in the world, inc luding 
Japan. ‘The Russians and Chinese Communists, control over 960 
million. I do not know how much 600 million Chinese count for at this 
stage of the world’s development, but they have in history and may 
again. China and Russia control over a third of the world’s popula- 
tion against our one-fifth. The remainder, over a billion, live mainly 
in these underdeveloped countries. Seven hundred and fifty million 
of those people or more have just emerged from colonialism. There 
are still about 150 million under various forms of colonial tutelage. 
As a personal view, I think some of them will have to remain colonies 
for a while until they can become fitted for self-government and inter- 
national responsibility. I do not think you can take aw ay all colonial 
control, say, in Africa, from the Sahara down to the Rhodesia, with- 
out creating a vacuum. You may have to have trusteeships, but you 
will need outside tutelage. 

We are trying to rescue this part of the world from panes 
which would turn over to communism the natural resources of ¢ 
great part of the world. Some of you gentlemen may know of my 
concern with that problem of our long-run dependence from the 
War Production Board days, when I had to handle all strategic ma- 
terials and stockpiles. 

Mr. Hirt. What cooperation are you accepting from countries like 
Britain? Could you name some of the countries that really help in 
this fundamental matter 

Mr. Exxiorr. We count on trade to import our needs. Other types 
of special resistance to communism, like SEATO, I think I would 
hesitate to give you on the record. What we are trying to do and will 
have to do is get experts as we have at Harvard in Sir Hamilton 
Gibbs. We do not have many people in this country who know Arabic 
and Moslem cultures as he does. We have to learn to be better than 
the British, ultimately, we prayerfully hope. 

Off the record, please. 

Mr. Hirx. Off the record. 

( Discussion off the record. ) 

Mr. Exxrorr. Now, sir, as to our need for linquists and other 
specialists who can work with these people in their own lands, as the 
Soviet agents do, I could go back on the record. 

The CuatrMan. It occurs to me your ideas might be very well put 
into the report rather than necessitate any amendment to the law. 

Mr. Exuiorr. We do not have to have any amendments to offer, but 
we would like your approval of the amendments the Senate has 
offered to section 104. 

The Cuarrman. You mean the Senate amendments pertaining to 
the subject you are discussing / 

Mr. Exniorr. That is right. S. 3240, amending section 104 (Public 
Law 480) which under section 104 adds section (k). I have given 
the explanation about that more fully in annex A that you have before 
you, and I hope will print as part of my testimony. 

The Cuarrman. In other words, you do think that is a good amend- 
ment in the Senate bill ? 

Mr. Exuiorr. Yes, and anything you can do in the record to clarify 
your support for this basic principle—— 
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The Cuarrman. Do us the favor, since we have an enormous burden, 
of drafting some language for our report. 

Mr. Exxiorr. I will be happy to try to. 

Mr. Drxon. I am glad the chairman brought out that point because 
there are at least five very important changes that the gentlemen 
are proposing to our bill. 

Mr. Patzore Thank you. 

The Carman. It is not our purpose to take final action today. 
I wanted Dr. Elliott to state whither he thought it was necessary for 
us to amend the law or whether we could take care of some or all of 
the suggestions in a report. 

Mr. Exxiorr. You could take care of all the clarifications of the 
record in the report. This is as much an internal matter for guid- 
ance of the executive as anything else. This legislative intent is 
one of the most valuable things Congress does. When it is in the 
law everybody in the Government has to pay attention to it. You 
have something like what was said yesterday about the Secretary of 
Agriculture; responsibility is pinned on him for a specific function, 
and he has to be responsible, and so on. 

I want to be clear that the Senate amendments I am talking about 
in S. 3420, which will have to be made an amendment to the law, I 
think, and which this committee, I hope, will accept, are to sec- 
tion 104 of Public Law 480, explained in annex A which I have given 
you. This was prepared by Mr. Riley, the Director of the Inter- 
national Educational Exchange Service of the Siate Department. 
These help these American institutions. Beyond that we do not need 
changes in the law. The law itself contains under the economic de- 
velopment provisions ample legal scope for sections (e) and (g) of 
104. What the Department has reported to you, as policy, as IT under- 
stand it, the record of the intent of Congress is all that is really 
required to allow people to operate and get over any disputed or 
doubtful points. 

Mr. Poaer. Is that on page 2? 

Mr. Exxiorr. Yes, sir, of S. 3420. 

Mr. Poage. Line 13? 

Mr. Exxiorr. Yes, sir. This is S. 3420, line 13. Really from line 
5 through line 21. I am not up here for the other amendments con- 
tained in S. 3420. You see section 303. We do not have any compe- 
tence on that point. 

The Cuarmman. Dr. Elliott, we shall insert your prepared state- 
ment in the record at this point. 

(Mr. Elliott’s prepared statement follows: ) 


STATEMENT OF Dr. WitttaAmM Y. ELLiorT, CONSULTANT TO TI1E UNDER SECRETARY 
OF STATE, DEPARTMENT OF STATE 


Mr. Chairman, members of the Agricultural Committee of the House, I am 
happy to be able to present to the committee Mr. James Smith, Director of the 
International Cooperation Administration, his legal counsel, Mr. Leonard Soccio; 
and Mr. Russell Riley, Director of the International Educational Exchange 
Service. 

I appreciate very much the opportunity to add to the testimony that you have 
had, not only from the Department of Agriculture and various interested parties, 
but from the Department of State itself, on some aspects of this problem of 
possible amendments to Public Law 480. 

I want to convey to you at the outset what the chairman has already read into 
the record through a letter from the Under Secretary of State, Mr. Christian 
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Herter whom many of you know as a former colleague here in the House how 
much he regretted not being able, himself, to come before this committee. As you 
know, he has been acting as Secretary of State and has had to deal with many 
very important matters that have called him away from engagements that he 
had already made. He has asked me to express to you personally his regret at 
not renewing some old friendships. 

May I start off, Mr. Chairman, by summarizing a few of the points in the letters 
that have been written to you on behalf of the State Department by the Under 
Secretary and by Assistant Secretary Mann. You will notice in the letter of 
May 8 from the Under Secretary, Mr. Herter, to Chairman Cooley, that the 
essential points which Mr. Herter stresses as being of particular interest to the 
Department of State, and to those agencies whose policies it is instructed to bring 
into line with our basic national foreign policy, such as ICA and USIA, are two: 

1. “Support of the proposed amendments relating to a wider use of foreign 
currencies relating to our educational programs with other countries”; and 

2. The broad “support for use of Public Law 480 foreign currencies for 
exchange of persons, aid of American schools abroad, and assistance to 
selected educational institutions abroad that will enable them fo provide 
training in administrative, vocational, and technical education, essential to 
the economic development of the less developed countries.” 

I am here to explain, if you will permit me, the basis of that emphasis and 
to answer any questions that I can, after a very brief presentation. 

In Mr. Mann’s letter, in addition to giving the support of the Department to 
the testimony which you had previously heard from the Department of Agricul- 
ture for a renewal of the act, there are three points of emphasis which I think 
need to be given as general background for the Department’s own concern. You 
will note from his letter of May 5 to the chairman, which is inserted in the 
record, that the Department believes that the disposal of surplus commodities 
under the act serves important foreign policy objectives. In explaining the 
attitude of the Department on these points, Mr. Mann’s letter emphasizes (1) 
that the bulk of our title I sales is to underdeveloped countries, many of which 
have serious foreign exchange problems. It is not only emergency help in diffi- 
cult periods that is provided by Public Law 480 commodities under this and 
under title II as well, and in some cases by the barter provisions of title 111. 
The Department feels, as Mr. Mann has emphasized, that we can contribute to 
economic development through foreign currency loans under section 104G of the 
act “providing not only the long-run objective of strengthening their basic econ- 
omy but also to provide the basis for continued political stability in these 
countries.” Both of these aspects of economic development are essential if we 
are to have better potential customers for United States products. 

The second major point that I would like to draw to your attention in Mr. 
Mann’s letter is that heretofore we have had grave difficulties in connection with 
economic development because there has been a large backlog of foreign cur- 
rencies that for various reasons have not been put to use. As Mr. Mann indi- 
cates in his letter, “steps are being taken to remedy this situation and simul- 
taneous negotiation of the sales and loan agreements is now taking place.” This 
results in a much larger amount of the local currencies which are developing be- 
ing made available for use in these countries which the United States is in a 
better position to direct, or at least to help to direct. As Mr. Mann says, this 
should help materially in effecting wider utilization of foreign currencies to 
finance economic development projects. 

The third point is that the education and training of people within these 
countries (also stressed in Mr. Herter’s letter) is a necessary part of foreign 
economic development. It is impossible to have any real economic development, 
unless the countries themselves have governments that can maintain stability 
and the conditions under which investment and business developimet are possible. 
More than that, it is quite impossible to have the kind of economic progress which 
is the essential measure of economic development without training skilled and 
semiskilled workers, administrators, teachers, and technicians. As Mr. Mann’s 
letter makes clear, this has already been usefully undertaken under some aspects 
of the use of foreign crrencies. The record should be made even clearer that 
this use has a priority for attention and support not only by the State Depart- 
ment and the International Cooperation Administration, but by the Congress 
which has provided in Public Law 480 local currencies such a valuable tool in 
helping others to help themselves and ultimately reduce the burden which this 
country presently carries for the free world through its aid and loan programs. 
I would like to quote the last paragraph of Mr. Mann’s letter to summarize one 
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other related point, covered by the Senate amendments which the Department 
welcomes: 

“The Department has a particular interest in the utilization of Public Law 480 
foreign currencies for its educational exchange program. It would like to extend 
those uses as provided in S. 3420 as passed by the Senate. Section 2 of the Senate 
bill will permit more effective use of these currencies for educational exchanges 
and assistance in support of American educational institutions and activities 
abroad. The Department will be glad to furnish such further detailed informa- 
tion as the committee may desire concerning the nature and contemplated scope 
of these activities.” 

The amendments which the Department supports are a very useful complement 
to the powers already available through the Public Law 480 act under sections 
E and G. The Senate amendments to 104H and 104K (sec. 2A and 2B, respec- 
tively, of S. 3420) are included as approved in this submission of the Department. 
Comments concerning the proposed amendments to Public Law 480 in these two 
Sections H and K of 104 are also appended as annex A. It should be noted 
that K is a new section which the Senate proposes to add to the act. 

The particular merit of these amendments is that they strengthen the American 
institutions which have done such valuable work in instances like the one at 
Bologna in Italy and the others in the less developed countries, like Roberts 
College in Turkey and the American University in Beirut, to name only 3 of the 
best examples out of 20 to 30 institutions of some importance which are con- 
tributing to the types of education in which the Under Secretary has expressed 
particular interest on behalf of the Department. 

A very great authority on Turkey recently gave to me as his personal judgment 
an estimate that 50 percent of the important leaders of Turkey since the period 
of Ataturk, Kemal Pasha, had had some training at Roberts College in Istanbul. 
To increase the use of this college is very important, as has been recognized by 
grants already given, utilizing in some instances Public Law 480 funds. I am 
happy to say that American foundations have already made substantial gifts to 
Roberts College amounting to about a million and a half dollars in the last year. 
Very much the same thing could be said about the American University at Beirut, 
with the addition of the fact that some five to six hundred people are to be 
trained there and over 400 are now being trained from various parts of the Mid- 
dle East, and chiefly from Moslem countries, including Pakistan with, I believe, a 
few from India and Indonesia. The vital necessity of training leaders who are 
able to detect and reject and counter Communist subversion and organization for 
each government, as well as training for technical and supporting services and 
industries, could hardly have a more vital contribution than is being made by 
these American-sponsored institutions. I have used them simply as probably the 
best known examples in that region. 

It is equally important, however, to buttress the general economic development 
of all the underdeveloped countries by underpinning with education in selected 
national training institutes the material resources with the necessary human 
resources. The energy and character and skill of the people, and especially of 
their natural leaders, is the determining factor in defeating the systematic and 
insidious efforts of Communist encroachment and domination. Congress, from 
the earliest postwar studies which I know you shared in, Mr. Chairman, in the 
Colmer committee, and so did the former chairman of this committee, Clifford 
Hope, and others of those present members including Mr. Simpson from Illinois 
and, I believe, Mr. Poage from Texas, was insistent upon the necessity of pro- 
viding the kind of training and background to help people help themselves as 
an essential prerequisite for effective American aid. It is, I think you most of 
all as the author of the Cooley amendment would agree from the record that has 
been produced in this committee and elsewhere in Congress, a losing battle to 
dump gifts on people who do not know how to use them. Nothing is more impor- 
tant than to create the kind of skills and basic attitudes and stability in the 
government that goes with training enough leaders, not only in management and 
administration, but in techniques that are necessary for a modern economy and 
for any adequate development. 

The scope of the Russian effort to supply this sort of training to selected 
countries which they are trying to penetrate has now become genuinely alarming 
and is increasing. I would be glad to give some figures for the record on this 
if you desire. It is not only by sending thousands of Russian technicians who 
speak the languages and operate quietly and effectively to promote the kind of 
Moscow controlled order that Russia is developing in certain areas of the world, 
which I should prefer to discuss off the record, if at all. More than that, Russia 
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is beginning to offer to set up technical institutions and do large scale training 
of people from some of these underdeveloped countries not only in Moscow but 
on the ground as in Burma, for example. 

If we fail to counter this effort in an adequate way, we can lose the cold war 
without having ever had a military engagement. The peoples of the world now 
split roughly into three camps: the 960 million people who are in one way or 
another dominated by the Sino-Soviet bloc, roughly one-third of the world’s 
population; the 600 million people of highly developed couutries of Europe, the 
British Commonwealth and Japan, nearly one-fifth of the world’s population ; and 
the final third group of about 1 billion people, 700 million of them of whom have 
achieved independence from western colonial control and 150 million of whom are 
still living under colonial status. 

The fate of these two last groups may, of course, be decided if we default, by 
falling to Soviet military domination. But their future may also be decided 
and our own economic future along with it (and possibly our political future, too, 
as Mr. Khruschev threatens) if we do not restrain this area of freedom for a 
considerable part of the vast natural resources of the world which these people 
occupy. 

I would like to ask to append to the record annex B to this testimony the ra- 
tionale of the use by ICA of Public Law 480 funds for education under 104 E and 
G. In essence, we hope that the committee will make clear in these hearings its 
support of the request of the Under Secretary of State for an expansion of the 
use of these funds, a high priority of national policy, for the kinds of education 
in particularly the underdeveloped areas that I quoted at the outset from Secre- 
tary Herter’s letter. 

May I summarize by saying that the Department supports the Senate amend- 
ments and hopes that this committee will incorporate them as an extension of 
the powers that are already available, particularly to the ICA under its economic 
development programs for aiding education abroad in selected countries where 
Public Law 480 funds are available. The authorizations of several sections, but 
particularly 104E, which contains the Cooley amendment and 104G for loans 
for economic development funds carry with them necessarily the ability to use 
those funds for the training without which these funds might be relatively in- 
effectively used. 

It is our hope that the record of the committee on these hearings will make 
clear the congressional approval of this use, for the types of education purposes 
and economic development which will be possible under the existing act, extended 
for some cultural exchange purposes, these amendments proposed by Senate 
3240. 

I will close with a statement of United States policy which I am sure repre- 
sents the consensus of all the agencies which are concerned with Public Law 480. 
The support of the Congress of the United States is essential to implement 
this policy in order to counter Communist penetration and subversion in these 
uncommitted and underdeveloped areas of the world. 


POLICY STATEMENT 


The United States must attempt to help others to help themselves. It cannot 
create strength without assisting in educating the human leadership that is 
necessary to the use of all material resources. To this end the use of the great 
instrument which Public Law 480 affords (under all three titles) in many areas 
of the world can help to produce stability and economic growth. Particularly 
in the underdeveloped areas of the free world, we must increase political stability 
by educating their leaders in the way that we have done in the Philippines, and 
Vietnam, as well as in South Korea. This calls especially for much expanded 
training, both in administrative and technical skills and in the other requisite 
education, particularly to produce the high level manpower that can achieve in 
the long run, broader progress. This is both the best and the cheapest help 
we can give them. It calls further for special sustained efforts at least to 
help in educating a growing number of technically competent civilian and mili- 
tary leaders for these countries, capable of resisting Communist subversion and 
penetration. 

In the long run, we must have not only the support for the top layer of 
leaders—this now too thin layer in these ex-colonial countries. We must have an 
education system that helps to avoid the failures of a government that cannot 
deal with the simplest matter of public administration or of appropriations 
control through its legislators and of public finance and taxation and budgets. 
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In other words, we are going to have to assist in creating modern techniques 
and technology and to that end bring to bear help in training them to run a 
modern system through better use also of public information as well as general 
organization. We have not, perhaps, adequately used the resources of the 
mass media of communication—for example, the use of movies, TV, and radio, 
This is an area in which we still have marked superiority over the Soviet in 
the possibility of their intelligent use, provided we help the leaders of these 
countries themselves to understand their use. 

Mr. Chairman, I have, I hope, not imposed on your time. I am open for 
questions, and so are the gentlemen with me, whom I introduced. I hope also 
that I have conveyed to you not only the genuine concern of the State Depart- 
ment but of the whole executive branch of the Government to carry out what 
was originally a mandate from Congress itself, namely, to help others to help 
themselves. This is the surest way to reduce the burden that we have to carry 
by getting others to take up their own burdens and help us ultimately with 
ours. A prosperous and free world can only result if we tackle it on this scale 
and with the necessary determination. Public Law 489 can afford a great engine 
for this self-help in the cold war—the protracted war of free against slave 
systems. 


ANNEX A. COMMENTS CONCERNING PROPOSED AMENDMENTS TO PuBLIC LAw 480, 
Sections 104 (H) AND 104 (K) 


EXCHANGES UNDER 104 (H) (SEC. 2 (A), 8. 3420) 


1. The amendment to section 104 (h) as contained in section 2 (a) of the 
Senate bill (S. 3420) authorizes the use of foreign currencies generated by title I 
sales in financing exchanges under Public Law 402, 80th Congress (Smith-Mundt 
Act). These currencies are now available for exchanges under Public Law 584, 
79th Congress (Fulbright Act), and this proposed amendment simply permits 
their use to help finance exchanges of urban and farm youth and leaders and 
specialists in su@h fields as agriculture, labor, and industry. The amendment is 
needed because the existing law restricts use of the funds to participants who are 
engaged in academic activities and are affiliated with an educational institution. 


LEADERS AND SPECIALISTS-——TEEN-AGERS—-FARM YOUTH 


Experience with the exchange-of-persons program over the years indicates that 
there is much merit in bringing well-selected leaders and youth to the United 
States to witness, at firsthand, our democratic way of life. This program has 
been highly effective in winning friends, respect, and understanding for our land 
and our people. At the same time, it develops knowledge and skills that can be 
applied in the improvement of the home countries of the participants. Through 
this proposed amendment, the Department could finance the transportation costs 
of about 200 leaders and specialists and about 170 highly impressionable urban 
and farm youth from countries where these foreign currencies could conceivably 
become available. 


ASSISTANCE UNDER 104 (K) (SEC. 2 (B) OF 8S. 3420) 


2. The addition of the new subsection (k) permits: 

(a) Assistance to existing American-sponsored educational institutions 
abroad, with special reference to those engaged in vocational, professional, 
scientific, and technological education. These institutions can play an im- 
portant role in helping the people of other countries to help themselves. 
The proposed amendment would enable the Department to aid American- 
sponsored schools, such as the American school in New Delhi. This school 
and others like it could, through foreign-currency assistance, expand their 
facilities to accommodate substantial numbers of foreign students, and thus 
have a greater impact in gaining understanding and respect for us abroad. 

(b) Financial assistance in support of seminars abroad in American sub- 
jects: The proposed amendment would permit the bringing together of Ameri- 
can teachers and professors abroad to give intensive instruction and training 
to foreign nationals in subjects such as American history, literature, and 
language. The cost of bringing together groups of foreign teachers of Eng- 
lish or American history for such instruction will be relatively inexpensive 
compared with the cost of bringing them to this country. At the same time, 
use can be made of the facilities of foreign governments and institutions. 
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The Department has already aided seminars to some extent when held in 
American-sponsored institutions and it has assisted by making available for 
the short periods of the seminars American professors or scholars already abroad 
on exchange grants. The Department would continue this where possible, but 
in addition it could support, under this amendment to section 104 (k) amend- 
ment, a number of desirable seminars in Public Law 480 countries where funds 
might become available. These special conferences can be held at a very modest 
expense, in view of the fact that the participants are generally from the country 
in which the conference is held or from a neighboring country, and the American 
lecturers are selected from American professors, lecturers, and researchers 
already in the host country or in neighboring countries under the Smith-Mundt 
and Fulbright programs. The principal costs, therefore, would include adminis- 
trative costs of the conference, living costs for participants attending the confer- 
ence, and travel costs for lecturers or participants from neighboring countries. 
Much could be accomplished at a modest cost, totally in foreign currencies. 

(c) Financial assistance in support of chairs of American studies in se- 
lected educational institutions abroad will help to meet a real need. Oppor- 
tunities exist for placing American and American-trained teachers and pro- 
fessors in educational institutions abroad. As teachers assigned to these 
schools, they will have a continuing effect in the educational process of foreign 
nationals. This will provide a means, and in many cases perhaps the only 
means, of giving these people some understanding of the United States and 
our culture. 

The Department believes that through the establishment in foreign educational 
institutions of professorships and teaching positions for subjects pertaining to the 
United States it would be able to impiement projects which would engender 
binational support and produce, over the years, a cumulative effect toward an 
ever-increasing understanding of the United States. For example, this requested 
amendment would permit the Department's working with a foreign university, 
in a country where a Public Law 480 agreement has been negotiated, in establish- 
ing a “Chair of American Studies” and filling it with an American or a foreign 
professor trained in the American way. 


ANNEX B. Use sy ICA or Pustic Law 480 FuNpDs For EDUCATION, 
SEcTION 104 (E anp G) 


I. RATIONALE 
A, Basic assumptions 


The basic resource of any country is the energy, character, and skill of its 
people. Little can be done with material resources until this basic resource is 
brought to a level of development where skills and motivations are sufficient 
and basic attitudes are appropriate to carry through and maintain economic and 
political progress. To achicve successful development, developing countries must 
reshape their fundamental social institutions to— 

1. Make educational opportunity widely available. 

2. Achieve good public administration under a government responsive to the 
needs of the people. 

3. Stimulate individual and group initiative and harness it to the advancement 
of the general good. 


B. The relationship of education to economic development 


1. No country can undertake industrial development without an adequate sup- 
ply of skilled workers to support such development. It is the task of the educa- 
tional system to produce these skilled workers. 

2. No country can develop its natural resources without trained professionals 
in the field of agriculture, engineering, and science. A country must look to 
education to produce such professionals. 

3. No country can achieve economic development without a corps of well- 
trained administrators and managers. Education must accept the responsibility 
of training such public leaders. Consequently, ICA would use Public Law 480 
currency for nondollar costs of educational projects in the same general fields 
covered by dollar-financed projects. 


If. EXPANSION AND SHIFTS IN EMPHASIS 


Expanded teacher education programs are indicated if we are to seriously 
attack the basic problem and if we are to keep pace with the growing demands 
for more and better education at all levels. To do this we must place increased 
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emphasis on the following examples of fields of activities where Public Law 480 
funds would be a valuable supplement to present ICA projects: 

1. In-service teacher training programs in order to upgrade the overwhelming 
numbers of teachers who are inadequately prepared. 

2. Preservice teacher training programs in order to supply an adequate num- 
ber of trained schools administrators and teachers. 

38. Secondary teacher training programs in order to— 

(a) Raise the level of educated citizenry to provide informed participa- 
tion and leadership in the newly independent nations, bridging the gap 
between the elite and the masses of people. 

(b) Prepare candidates for colleges, universities, and the new scientific 
and technical courses on a selective basis and approved standards. 

(c) Help eliminate subversive foreign nationals who dominate the high- 
school staffs in some countries. 

. Making teaching more attractive by means of— 

(a) Provision of incentives which will stimulate retention and growth of 
staff able to train others. 

(b) An accelerated building program which would include not only class- 
rooms but housing for teachers where necessary, especially for American 
or other technicians and specialists. 

5. Greater attention must be given to developing and encouraging long-range 
planning, definition of problems, better organization and better administration. 

6. Urban as well as rural: higher and secondary as well as primary educa- 
tion must receive more attention in order to insure well-balance impact will be 
made. 

7. Regional conferences and workshops: Programs of leadership training 
should be encouraged for Ministry personnel, supervisors, inspectors and heads 
of institutions and private organizations. 

8. Increased production and utilization of educational materials: Greater em- 
phasis should be placed on the production of flexible materials, such as booklets, 
experience charts, and school newspapers as a means of meeting fhe widespread 
need for educational materials. Films and TV and radio should be used in 
appropriate instances, particularly for teacher training. 

9. Higher education: We need to direct attention to improvement of college 
and university administrative practices as well as to upgrading of departmental 
academic work. In the “battle for the minds of men,” greater emphasis needs 
to be given to education at this level, in science, in government, in economic and 
political affairs. 

10. Women and youth: Much more emphasis should be given to the educa- 
tional needs of women and out-of-school youths in these rapidly developing 
nations. 

The Cuarman. Mr. Smith, we shall be glad to hear you make any 
statement you may desire to present now. 

Mr. Smirn. I think Mr. Hill asked me a question off the record 
about cooperation from other countries. Shall I answer that first? 

The CuarrmMan. Do you wish to go off the record? I think it might 
be better. 

Mr. Smiru. All right. 

(Diseussion off the record. ) 

Mr. Drxon. What are the advantages of immediate action on this 
bill and also of extending it until 1960 instead of just for 1 year? 

Mr. Hirt. I asked that same qeustion awhile ago and Dr. Elliott 
answered. I thought you were here. 

Mr. Ex.i1orr. I tried to. 

Mr. Dixon. You did not mention about extending it to 1960. 

Mr. Exxitorr. I tried to answer that, sir, but I may have left out 
the answer to the latter part of your question. I would be glad to be 
explicit. I do not know what the Department position on this is and 
I am not in position to testify for the Department on this because it 
is outside my briefing on it. Mr. Mann or somebody would have to 
give you the official view about extending the act to 1960. But per- 
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sonally I can see nothing wrong with facing the obvious facts of life 
that we are going to have farm surpluses as far as anybody can rea- 
sonably foresee for some time. 

It would seem to be better to have a considered policy to plan on for 
several years. It seems to me the planning aspect of this thing is very 
important to counter what we are up against with the Russians. I 
know Mr. Smith has this problem, and I am sure Mr. Riley could 
testify to his annual worries about getting people who can go abroad 
if he has to tell them in June or July when they are going. They 
cannot make plans. This kind of thing on a longer term basis would 
be helpful. 

As to the immediacy of it, I thought I was categorical in my answer 
to Mr. Hill; yes. 

Mr. Drxon. May I hear a statement from Mr. Riley about his incon- 
venience on any further delay / 

Mr. Rirey. We have of course certain provisions in Public Law 480 
now that we use in the educational exchange program. These partic- 
ular provisions in section 2 (a) of S. 3420 are additional provisions 
which will ee us to get into the non: acade mic type of exchanges, 
farm youth, teen-age program, agricultural leaders, people like that, 
and also the second part of section 2 dealing with the seminars and 
aid to schools will get into the very thing Congressman Poage was 
talking about, teaching English, English seminars, and so forth. 

Mr. Dixon. Are you setting up those plans now assuming we might 
pass 1t ¢ 

Mr. Riney. Yes; we are getting in touch with our embassies 
throughout the world, finding what schools can be aided under these 
provisions, what schools are eligible for the aid and making plans of 
that type. Weare anticipating it. 

Mr. Drxon. Under Fulbright you have to deal with school-con- 
nected people, students or faculty. 

Mr. Ritxy. That is correct. 

Mr. Dixon. One of the amendments you would like us to put in this 
bill is that you be permitted to take farm youth, for instance, from 
foreign countries and bring here and our farm youth and send to other 
countries; is that right? 

Mr. Ritey. That is correct. That is in section 2 (a). 

Mr. Drxon. You do that through the amending of this bill through 
the Smith-Mundt Act. 

Mr. Ritzer. Yes. I think it is imperative because these agricultural 
surpluses are building up, foreign countries are interested in the 
exchange provisions of the agreements and to the extent we can extend 
them to the nonacademic it is very desirable. 

Mr. Poage. Would you yield ¢ 

Mr. Drxon. Yes. 

Mr. Poace. Would you do that now whether under this program or 
another? I want to be clear on what the program is. I have seen in 
a number of foreign countries, met American farm boys there, living 
there a year. I know they send some here. Under what program is 
that carried out ? 

Mr. Rury. Those are private programs. They are having consid- 
erable difficulty in buying international transportation. Our aim is 
to help these private programs, international farm youth exchange, to 
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offset some of the transportation. It is expensive to bring an Indian 
boy here and send an American boy to India. 

Mr. Dixon. Another section in the Senate amendment is that you 
can take industrial leaders, leaders of any type, even though not school 
connected, and exchange them. 

Mr. Ruiter. That is right. For example, the Minister of Finance 
who was mentioned or the chairman of the Agricultural Committee. 
Those people are now brought on appropriated dollar funds. Our 
hope is we may use 480 funds for these short-term, high-level exchange 
travels. We can do it now where we have the Fulbright program 
where we have an executive agreement with the Government, but we 
cannot handle the leader and specialist and teen-age type of thing 
under the Fulbright program. 

Mr. Drxon. This people-to-people communication is the very thing 
we want to help win the cold war and bring about peace, is it not? 

Mr. Rizey. Yes, sir; it is. It helps set up a climate in these coun- 
tries that is friendly toward the United States by and large, certainly 
better understanding. I talked with a very prominent newspaperman 
from Rhodesia 2 days ago, had lunch with him. He was talking about 
the resources of north and south Rhodesia where he is from. He 
said, “I am sophisticated, I am well read, I have read a lot about 
Americ ‘a, but unless I came here and saw the country I just could 
not realize it. IT do not agree with some of the people in this country, 
but I understand them and I can certainly report and do my editorial 
writing much more intelligently.” 

Mr. Drxon. Another amendment is to aid these American schools 
to give them a big boost. 

Mr. Ritey. That is right. These vocational and other schools. 

Mr. Drxon. Like in Turkey ? 

Mr. Ritey. That is right. 

Mr. Dixon. And to establish workshops to teach our way of living 
in all those foreign countries ¢ 

Mr. Ritey. That is a simple amendatory provision. It is in this 
new 104 (k) proposed in section 2 (b) of S. 8420. That would per- 
mit, where we have Americans abroad now teaching under the various 
programs, bringing them together at a central point, and bringing the 
teachers of those countries together for a 3- or 4-week seminar on 
English language or other subjects, to save the cost of transporting 
those people here. This is something we could do with foreign eur- 
rencies completely and put these agricultural surpluses to what I think 
is very good use. 

Mr. Dixon. And establish chairs in the universities for teachers of 
American history and social science, et cetera ? 

Mr. Rizxy. Yes, use our own American-sponsored schools and insti- 
tutions and support also these chairs of American studies in the 
national schools. It isa very desirable provision. 

Mr. Dixon. Do you know of any opposition to these amendments 
from any Government agency ? 

Mr. Rizey. I donot. In connection with the question asked earlier 
about how much of this should be charged to the State Department, 
this committee will be interested in the fact that we bring before 
the House Appropriations Committee a statement of the money we 
expect to spend and they take that into consideration in making our 
annual appropriation. 
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Mr. Exsiorr. I think Mr. Poage will be particularly interested in 
this. Mr. Riley knows more about it than I, and can add points in 
answer to Mr. Poage’s question that I could not answer. 

Mr. Ritey. Only yesterday when Mr. Cannon’s committee reported 
out the educational exchange bill, the report mentioned these Public 
Law 480 currencies. The committee takes cognizance of them. The 
budget schedules we submit to the Congress are considered in great 
detail by the subcommittee, Mr. Rooney’s subcomittee. The commit- 
tee knows dollar for dollar, country by country, exactly where these 
480 funds are being used. While they are not subject to appropria- 
tion, the committee takes them into consideration, the report men- 
tioned them, specifically the one that came out yesterday. 

Mr. Drxon. I would like to ask if either Dr. Elliott or Mr. Smith 
knows of any opposition to these amendments and if their Department 
is wholeheartedly in favor of all these five suggestions in the form 
of amendments to the Senate bill. 

Mr. Extiorr. Those sections we just talked about, yes, sir; I know 
of none whatever. I gather their passage was unanimous in the 
Senate. 

Mr. Rirey. Unanimous in the Senate. 

Mr. Drxon. Thank you. 

The Cuatrman. Mr. Smith. 

Mr. Wint Smitrn. I want to make a speech, but I will not. I wish 
to acquiesce in what Mr. Poage said about teaching English in Puerto 
Rico. They cannot even talk to you in E nglish in the university 
down there. It is a strange thing to me that in Puerto Rico you al- 
ways see the American flag about a foot lower than the Puerto Rico 
flag on another flagpole. 

You go to the Virgin Islands. We have had them a comparatively 
short time, but in every shop window you see “Habla Espanol.” All 
the natives speak it. There must be reason for it. Puerto Rico is 
the greatest place where socialism has failed of any place in the 
world that I know and the Amarican t: axpayer put it in and they are 
still operating down there. 

Mr. Smith, when you say the American taxpayer has been taken for 
a ride down in Puerto Rico, I did not read this from books, I have 
been there to see it. 

Mr. Exsiorr. I think Mr. Smith of ICA has made clear that the 
ICA does not have any responsibility for Puerto Rico and that he is 
entirely sympathetic to teaching English. Could you let him make 
his testimony ? 

The Cuarrman. Yes, proceed with your statement. 

Mr. Smiru. I appreciate very much this opportunity to make + 
brief statement in connection with Mr. Herter’s letter which I am here 
to support, although as Director of ICA we do not have a direct in- 
terest in the legislation. ICA already has the necessary authority. 

However, the effort which the State Department will make under 
this proposed legislation supplements some of the work ICA is doing 
and this additional effort on the part of the State Department we con- 
sider very important. It deals principally with education as you 
know. 

We have found in our efforts to build up the economy of the various 
countries in which we are working, we found that education is the 
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essential base. In some countries there are already educational facil- 
ities available, many of which, I think we should be very proud to 
acknowledge, were originally sponsored by American interests. 

However, a lot of those facilities have run down and deteriorated to 
a considerable extent due to the ever increasing costs of running educa- 
tional institutions. The libraries are running down, the books are in 
bad shape, there are not as many books as are necessary for the students 
in the various universities. ‘The laboratories are in somewhat the 
same condition. I have seen this personally at several of the univer- 
sities which are American-sponsored and which bring us a great reputa- 
tion abroad. Iam thinking particularly of Roberts ( ‘ollege i in Turkey 
and of the American University at Beirut among others. 

I feel we can do a tremendous job there by he Iping out in renewing 
their physical facilities. 

In other countries, the less developed or newly independent coun- 
tries of the world, there are practically no educational facilities. Yet 
if we in ICA, using the funds which Congress has appropriated to help 
these countries dev velop their economic independence e, we must develop 
the educational base there from which the general economy can spring. 
I think this is really the essential found: ition to our work, that is, a 
broad educational base. 

Finally, I strongly believe that in these days where so much of the 
world’s attention has been unfortunately focused on military arma- 
ments, there is a wonderful opportunity for the United States to go 
ahead and continue its lead in sponsoring education throughout the 
free world. I believe we can generate a fine and great rene .wed effort 
in the educational field. 

I do not feel that this is something that comes out of the Soviet work 
of recent months and years in this field. I think it is something that is 
traditionally American. We have been well ahead of the Soviet in 
the field. We started this many years ago. I think it would be a 
fatal mistake on our part to let the Soviet get anywhere near us in 
this activity. 

I also feel very certain that with a modest initiating effort on our 
part in many of these countries we could generate a very much larger 
and long-term effort on the “ag of the countries themselves. This is 
in keeping with our principle of stimulating self-help in these newly 
developed countries. 

I thank you very much for this opportunity to say this. 

The Cuarrman. We thank you for your appearance. Any further 
questions ¢ 

Mr. Dixon. Two years ago I believe Mr. Riley appeared here and 
asked for a little liberalization in the Fulbr ight Act. I believe maybe 
in 2 minutes he could give us a summary of ‘how this has borne fruit, 
first concerning the number of additional countries that it has reached 
and those he plans to have it reach, second the number of Fulbright 
fellows and scholars appointed and any other projected programs that 
he might have under that liberalization. 

The Cuarrman. We shall be glad to hear from Mr. Riley. 

Mr. Ritry. I am delighted to talk to this point because 2 years ago 
this committee did authorize the use of Public Law 480 funds for the 
Fulbright program. Since that time, $18 million have been allo- 

vated to the Fulbright program, which is an exchange program of 
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students, teachers, professors, and advanced research people. This 
$18 million we plan to spend over an 8-year period. We spent $75,000 
in 1956; we spent $937,200 in 1957; this year we are spending $ 3,253, - 
000 in 14 countries; and next year we are planning to spend $5,725,- 
000—these are in foreign currencies—in 23 countries. 

Mr. Poacr. You have been sending American students to foreign 
countries ? 

Mr. Ritey. We h: ave been sending American students, teachers, and 
professors and bringing people here also. 

Mr. Poacr. We cannot bring them here ? 

Mr. Riney. We pay the international travel and the universities 
and schools in this country pay their other expenses, by and large. In 
my budgeting for the foreign professors I budget for ‘only 34 percent 
of the cost, and most of that is in foreign currency. The other 66 per- 
cent is borne by our colleges and universities. And all of this is taken 
into consideration by the Appropriations Committee in making our 
annual appropriation. 

As we see it right now, we will be spending in the neighborhood of 
$5 to $7 million a year of these Public Law 480 funds for the Ful- 
bright program which was authorized by this committee a couple 
years ago. 

The CuatrmMan. You are putting a burden on our own institutions. 

Mr. Ritey. They like it. 

The Cuatrman. I did not ask that. You are putting a burden on 
our educational institutions and what benefit is derived by the in- 
stitutions themselves ? 

Mr. Riney. That is an interesting thing and something I have 
thought a lot about, and I get a lot of reports on it from colleges and 
universities. I was out at the Unive rsity of Kansas a few months ago 
and Dr. Murphy, the head of that university, was talking about the 
number of foreign students there. He said the fraternities and sorori- 
ties were giving ‘them board and room and various local organizations 
were giving them spending money. By and large the institutions like 
these foreign students for the reason they enrich the institution, they 
are good people to speak before the Lions Club, PTA, and so forth. 

Mr. Poacr. Does not the lar ger number of these for eign students go 
to Western and Southern instiutions ? 

Mr. Ritry. I furnished a very detailed report to the Congress about 
a year and a half ago on that. 

“Mr. Poacr. I do not want to know what the report says. I want 
to know if that is true that the lar ger number of the foreign students 
go to western and southern inst itutions. 

Mr. Riney. They do. 

Mr. Poace. And the larger percentage you send abroad come from 
northeastern institutions ? 

Mr. Riney. They do not. 

Mr. Poacr. You did put out a detailed report on that a couple years 
ago and you showed—I forget what the figures were, but New York 
had about 200 and Texas about 15 when Texas should have had about 
half as many as New York. Isthat not correct? 

Mr. Ritey. That is substantially correct but not exactly correct. 
The facts are that our distribution of both foreign and American 
students follows very closely the distribution of educational institu- 





254 EXTEND PUBLIC LAW 480 


tions in the country. Naturally in a place where you have many 
universities you have a bigger percentage, and where you have fewer 
universities you have a smaller percentage. 

Mr. Poace. That is undoubtedly correct, but it is like two men 
who owned a cow and one wanted the back half to do the milking 
and the other would have the front half and have to do the feeding. 
Is it not true the southern and western institutions are doing the 
feeding whereas the eastern institutions are doing the milking? 

Mr. ones That is not correct. 

Mr. Poacs. Let us see what the figures show. 

Mr. Rizey. I do not have the figures with me but I am thoroughly 
familiar with the subject and the percentage of people who apply 
and get grants is just as favorable in the State of Texas as in New 
York, both going and coming. As a matter of fact, we have a man 
on the Board, Bob Storey of SMU. He is on the Fulbright Board 
that does the selecting. 

Mr. Poacr. That does not prove anything. 

Mr. Rizy. That proves we have distribution on our Board and 
the thing that you are worrying about just does not exist. 

Mr, Poage. If in fact it is true that there are—I do not remember 
exactly what it was but it was something like 10 times as many from 
New York as from Texas—there is no such difference in population. 
New York is less than twice the size of Texas populationwise. 

Mr. Ritey. There is this difference, and this is where you have to 
draw your correlation: If those figures you gave are correct, I lay 
you 10 to 1 the educational institution population of New York is 
10 to 1 over Texas. 

Mr. Poager. If it is, I have no complaint. The ratio is probably 
higher in the East, the percentage of the population that attend col- 
lege, but I doubt that there is any such disparity as shows up in these 
figures. Let us get the actual figures. I do not mean to say you are 
necessarily wrong, but certainly I am wrongly informed if some great 
disparity does not exist, and I think it does exist, and if it does exist 
then I hope you will do something about it. 

Mr. Rirey. It existed at the beginning of the program very defi- 
nitely, and we worked very diligently to get the spread. Eighty-five 
percent of the foreign students depend on scholarships, so the institu- 
tions that give the scholarships get more of the foreign students. 

Mr. Poace. You have just told us the percentage that go to south- 
ern and western universities is larger than the percentage that go to 
the eastern universities, yet the eastern universities can better afford 
to take care of foreign students than the southern and western uni- 
versities. The eastern universities are not carrying the burden. 

Mr. Ritey. If what you say is true they are not carrying the burden. 
We have to depend on the institutions to support these foreign stu- 
dents. 

Mr. Poace. You just told us the larger percentage of these foreign 
students went to southern and western universities? 

Mr. Rirey. Yes, sir. 

Mr. Poace. Then it is putting the burden on these southern and 
western universities out of proportion. 

Mr. Ritey. They are asking for it. 

Mr. Poace. That may be true, but they are carrying the burden. In 
other words, the rich and the wise and the good in New England—— 
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Mr. Hix. Leave off the last. 

Mr. Poace. That is what they said. 

Mr. Rirey. I was born and raised west of the Mississippi, so I can 
see your outlook. We are doing everything we can and I commend 
that report to you to read because it is a very detailed report, and 
after we submitted it the question was raised in the Senate Appropri- 
ations Committee and we got a pat on the back for it, which we seldom 
get from an appropriations committee. 

Mr. Poace. This committee has a responsibility as well as the Sen- 
ate Appropriations Committee and I want to see where it stands now. 
I do not mean for you to tell us right now, but you can tell us later 
where we stand right now. 

Mr. Rirey. I certainly can. As a matter of fact, within 6 weeks 
you will get another semiannual report on this. 

Mr. Poage. I wish you would find out and insert for our record 
substantially where these students are located, both the foreign stu- 
dents, where the come from, and where the Ameri ican students come 
from that go abroad. 

Mr. Ritey. With pleasure. 

(The data referred to above are as follows:) 


DEPARTMENT OF STATE INTERNATIONAL EDUCATIONAL EXCHANGE SERVICE 


The table which follows shows the number of United States citizens, by State, 
who received grants under the international educational exchange program to 
study, teach, lecture, or conduct research abroad during the 1957 fiscal year. 
Also shown is the number of foreign nationals placed in each State for similar 
educational purposes.* 

Grants to United States citizens were awarded on the basis of nationwide 
competitions. The distribution of grants by States is directly related to the 
spread of applications, which are submitted by individuals in the States. In 
this connection it may be noted that residents of the New England and North 
Atlantic States and the District of Columbia accounted for 2,886 of the 7,149 
applications received (40 percent) and were awarded 610 of the 1,563 grants 
made (39 percent). Residents of Texas presented 195 applications and re- 
ceived 31 grants—in other words, about 1 out of 6 applicants were successful. 
This ratio compares favorably with residents of New Jersey who presented 299 
applications and received 52 grants, residents of Pennsylvania who presented 
383 applications and received 66 grants, and residents of New York who presented 
1,246 applications and received 257 grants—in other words, about 1 out of 5 
applicants were successful. 

The chart also shows that institutions in the New England and No rth Atlantic 
States and the District of Columbia received 1,053 of the 2,697 foreign grantees 
(40 percent). In considering the ratio between the number of United States 
citizens from each State who received grants and the number of foreign nationals 
placed in each State, it may be noted that Texas (31 United States grantees, 86 
foreign grantees) compares favorably with such States as Massachusetts (86 
United States grantees, 242 foreign grantees), Michigan (54 United States 
grantees, 177 foreign grantees), and the District of Columbia (22 United States 
grantees, 69 foreign grantees). 


1The chart does not include a tabulation of leaders and specialist grantees, since they 
do not usually carry out their work at educational institutions, 
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INTERNATIONAL EDUCATIONAL EXCHANGE ACTIVITIES 





Fiscal year 1957 analysis of guaranties by: (a) State of residence of American 
citizens; (b) States in which foreign nationals carried out their projects 
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Mr. Hitz. In my own school at Fort Collins, now called the Colo- 
rado State University, there are a number of teachers, not only pro- 

fessors but teachers, going abroad. 

Mr. Ruey. That is correct. 

Mr. Hii. You should show that in your report. 
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Mr. Ritey. I will show the entire population going and coming. 

Mr. Dixon. Mr. Chairman, if I might ask for another bit of infor- 
mation, how many did you have in the exchange program in 1957 and 
1958, and how many do you estimate for 1959? 

Mr. Riwey. Are you speaking of only the Public Law 480 part or 
the entire program ¢ 

Mr. Drxon. I know it would be hard for you to figure the Public 
Law 480 alone, but take your entire program. 

Mr. Rizey. I can give you that. The total exchange program in 
fiscal 1957 was 6,326. 

The total exchange program in fiscal 1958 was 6,352. 

The total exchange program contemplated in fiscal 1959—and I am 
happy to say that I think we will be able to carry it out because the 
House Appropriations Committee recommended every dollar that we 
asked for this year; it is the first time that ever happened and I am 
delighted with it—6,463. 

Mr. Hitz, Will the gentleman yield ? 

Mr. Drxon. I will yield. 

Mr. Huw. This percentage you mentioned a while ago, you are 
really paying only 34 percent of the total cost of students and pro- 
fessors that come and go under this program? Is that correct? 

Mr. Ruy. That is not correct, sir. What I said, Mr. Hill, was 
that of the foreign professors who come here I budget for 34 percent 
of the total cost. That is for the foreign professors. 

Mr. Hitt. What about the students? 

Mr. Ritey. In the foreign-student program I budget for 45 percent 
of the total cost. 

Mr. Huw. Just now at this particular time the Rotary Club at Fort 
Collins is schooling a New Zealand boy. He is a high-school student. 
Do you take care of : any part of his expense? 

Mr. Ritny. Today we do not. We do not have a high-school pro- 
gram in our program. It is contemplated under section 2 (a) of 
S. 3420, one of these amendments that I am very much in favor of 
having passed, where I mentioned the teen-age program 

Mr. Dixon. That is an amendment to this bill? 

Mr. Ritey. Yes; it is an amendment to section 104 of the present 
law. At the present time there are several national organizations 
working in this teen-age program. We are now helping them but 
very, very little in their general stateside expenses, and we are asking 
permission to use Public Law 480 currency for international travel 
of some of these people. 

Mr. Hitz. I happen to know personally about this young student, 
who is a sophomore or freshman in high school, and he is doing won- 
derful work and is getting experience so that when he returns to his 
home, which he will, he will be an ambassador of good will, in my 
opinion, as long as he lives, which should be a good many years 
because I think he is just a freshman. 

Mr. Riey. And the city of Fort Collins is paying his expenses 
and he is living with a family? I do not know the case but I know 
how it operates. 

Mr. Hitz. I know the case because both my son and my son-in-law 
have had him 1 month each, and I know 2 other families that have 
had him 1 month each, so that would be 4 months that I know of, 
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and it has been very wonderful for them. He can speak good English, 
although he has a little brogue and it is very wonderful for the fam- 
ilies. The families get an idea of New Zealand that they could never 
find in a book. 

Mr. Trewrs. While I have supported these programs and intend 
to, I come from Wisconsin where there is among my people a certain 
skepticism about this, and nothing makes me shudder more than to 
hear that some privately supported program is being taken over by 
the Government. 

Mr. Ruey. It is not. 

Mr. Tewes. I understood you to say this International Youth 
Agency was experiencing difficulty in providing international trans- 
ener and that your proposal was to have the Government take 
it over 

Mr. Ruy. No, sir. The International Youth Exchange in some 
cases is having trouble getting kids who can pay their way here, or 
getting some way to pay their transportation here, and we would 
like to give them some assistance. I would venture to guess we might 
pay as much as 5 or 8 percent of the total transportation cost, but 
it is just enough help to really assist them in keeping their program 
going. We do not plan to take it over at all. 

Mr. Tewers. That is what is needed today. Next year it will be 15 
percent, and then 25 percent. 

Mr. Ritzer. This thing does not work out that way. When I came 
in this program 614 years ago the private support to our program 
was around $3.5 million. Today we estimate it at about $16 million; 
that is private support to the exchange program. The people sup- 
porting the educational program who have testified say that what 
the Department is doing in this field encourages the enlargement of 
the private exchange program. I have as much respect for the tax- 
payer’s dollar as you do. 

Mr. Tewes. I am sure of that. 

Mr. Riexy. And I think it is money well spent to encourage and 
inspire them. I have a small section in my office that does nothing 
but work with private programs. That does not cost anything except 
their salaries. We are not planning on taking anything over, I can 
assure you, but we will help, and I do not know of a better way to 
turn these surpluses into mutual understanding and good will and 
perhaps political impact than spending it in this program. 

Mr. Poage. Mr. Riley, we thank you very much for your appear- 
ance. I understand this will probably be your last appearance. 

Mr. Ritry. I leave this program with a great deal of regret, but I 
am in the Foreign Service and I will have to go out to foreign serv- 
ice. I cannot stay a bureaucrat much longer. 

Mr. Poace. We have one more witness, and I think he stepped out. 

Mr. Dixon. May I introduce Mr. Edgar, who will succeed Mr. Riley. 

Mr. Poage. All right, Mr. Edgar, we will be glad to hear you. 

Mr, Rizey. Mr. Donald Edgar has been in the Foreign Service a 
number of years. He has been in our shop 3 months, and when I leave 

he will take charge of the international exchange program, and I cer- 
tainly commend him to you. 

Mr. Enear. Thank you. 

Mr. Poace. Since Mr. Edgar has stepped out, we will hear Mr. 
Whatley. 
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Mr. Wuat ey. I will be glad to be heard last. ‘The members of the 
committee might wish to hear the other witnesses first, since they may 
have to leave early. 

Mr. Poage. The committee is going to have to adjourn before long. 
I had understood you were waiting a long time. 


STATEMENT OF DAVID WHATLEY, BETHESDA, MD. 


Mr. Wuattey. Mr. Chairman, may I preface my remarks with the 
statement that since there is so much money at stake and a great many 
people are making a great deal of money out of Public Law 480, I am 
constrained to say I will submit to you an affidavit to say briefly that 
I have received no compensation from any source, either directly or 
indirectly, since the Lobbying Act was enacted, in connection with 
any legislative activities. 

Mr. Jones. Mr. Chairman, will the witness identify himself and 
whom he represents. 

Mr. Wuattey. I represent no organization. 

Mr. Jonzs. I donot know his name. 

Mr. Wuattey. David Whatley. 

Mr. Jones. From where? 

Mr. Wuattey. From the Washington area, 7400 Arden Road, 
Bethesda, Md. 

Mr. Jones. You are appearing as an individual? 

Mr. Wuattey. As a private citizen. 

Secondly, before the Lobbying Act was enacted I received a total of 
$125 compensation for over 25 years of activities in the field of 
legislation. 

I would like to refer briefly to the question you raised with the 
previous witness, Dr. Elliott. 

Mr. Poaace. Go ahead and tell us whatever you want to without any 
formalities. 

Mr. Wuattey. Since this question has been raised several times I 
would mention it; the question as to what appropriation these costs 
for reimbursing CCC should be charged. 

This year and last year, before the Senate Appropriations Com- 
mittee, I made a very simple proposal that the costs of reimbursing 
CCC for that portion of the operations of Public Law 480 that can 
properly be charged to programs other than agriculture, be transferred 
from the agriculture appropriation bill, to be subsequently inserted 
in the appropriations for the various agencies using the foreign cur- 
rencies. In that manner the appropriation for the Department of 
Agriculture could next year be reduced about $1 billion. 

The amounts required for operations of Public Law 480 were broken 
down this year into two bills, as you know. The portion under titles 
I and II was included in the Second Supplemental appropriation bill, 
and donations under title III, as has been historically the practice, was 
included in the cost of operation of CCC, together with losses from 
cost of storage, handling, transportation, spoilage, and so forth, in 
the Department of Agriculture appropriation bill. 
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I suggest this could very simply be done by the Appropriations 
Committees in the next Congress. 

The need for additional financing of education has already been 
fully covered by the witnesses from the Department of State and 
ICA. I will propose an amendment to facilitate this. 

I testified before the Senate committee on this matter and found 
considerable support in the committee for my amendment. However, 
I did not at that time have the general concurrence of views of the 
executive branch, ICA, State Department, Agriculture Department, 
and the Bureau of the Budget which now seems to be indicated in their 
general approach to the use of funds for education, at least, by the 
request for clarification of the congressional intent. 

I believe the field of public health has been as neglected, in the use 
of Public Law 480 currencies, as has education. The statistics are 
readily available and I will hand you a copy of a document for the 
committee files entitled “Counterpart Funds and ICA Foreign Cur- 
rency Accounts.” Most of these deal with counterpart engendered 
under the mutual security program. However, there is a summary 
table showing the broad categories of uses to which Public Law 480 
funds have been put. 

For Latin America, in fiscal year 1957 and fiscal year 1958 through 
December 31, 1957, out of a total amount of $13,983,000 in 1958 and 
$31,107,000 in 1957, there was a total of only $614,000 used for health, 
and none for education. 

There was none used in either period for either health or educa- 
tion, in any other region. Except for this $614,000, no use has been 
made for such purposes under 104 (g) in any fiscal year. 

Mr. Poace. Without objection. 

(The document referred to has been placed in committee files.) 

Mr. Wuattey. I would like to point out why this has not been 
done. I do not in any way ascribe any bad administration to Di- 
rector Smith who, as Chief of ICA, has full jurisdiction over the 
administration of the funds for these general purposes, having been 
delegated that function by the President of funds engendered under 
104 (e) and (g) and that portion under 104 (d) that relates to defense 
support. I would like to commend him on his forthright statement 
and the manner in which he is now moving in the field of human de- 
velopment. His interest in malaria eradication and public health 
projects has been indicated and I hope it will be continued. 

But as a matter of law, that portion of the law which, as I recall, 
this committee accepted when it was included in conference with the 
Senate, the proviso at the end of section 104, virtually prohibits the 
use of these currencies for these purposes. 

This proviso includes the provision that section 1415 of the Supple- 
mental Appropriation Act of 1953 shall apply to all grants under 
Section 104 (d) and (e). 

As you know, section 1415 prohibits the use of foreign currencies 
owed to or owned by the United States, except as appropriated by the 
Congress. The general waiving of this section at the beginning of 
section 104 of Public Law 480, was necessary to permit the operations 
of title I, and the securing of agreements thereunder. However, to- 
ward the end of the original enactmnet of this act, there was added 
this proviso which made an exception for all grants under subsections 
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104 (d) and (e), with the further proviso that the President was au- 
thorized to waive such applicability of section 1415 in certain cases. 

However, the executive branch has construed the legislative intent 
of these provisos so strictly that the President has not been requested 
to waive the applicability of section 1415 except in two exceptional 
cases, to permit grants for economic development under 104 (e), 
and one case under 104 (d), that being the Ryukyus using Japanese 
currency. 

Section 1415 does not apply to grants under 104 (c), which permits 
considerable grant assistance of a “defense support” character to a 
number of countries. But this assistance does not permit projects for 
public health, resettlement of refugees, and similar humanitarian or 
technical assistance projects, because of its restrictive character or the 
manner in which it has thus far been interpreted. 

The report of the committee, if it accepts the language submitted 
by the State Department, I think will go a long way toward permit- 
ting liberalization of this interpretation by the executive branch, but 
it would still require a project-by-project submission to the Bureau 
of the Budget for the President’s waiver of section 1415. That pro- 
cedure, I submit, discourages the financing of projects of this nature 
which sometimes require only $5,000 or $50,000 in a particular country. 

It is generally assumed that section 1415 does not need modification 
to permit grants for economic development, since the provisions under 
104 (g) are seemingly adequate for this purpose. But after consider- 
able study of the operations of title I, and after consultation with 
most officials in the Bureau of the Budget, State Department, ICA, 
and Department of Agriculture, who administer this program, I have 
learned that loans under 104 (g) are seldom available for any 
non-self-liquidating project directed toward improvement of health, 
literacy, or human betterment generally, because, in spite of the fact 
that these can be demonstrated as facilitating economic development 
more than any other expenditure would, the foreign governments do 
no request loans for these purposes, since they are non-self-liquidating 
and the governments cannot demonstrate, on a sound fiscal or financial 
basis, that they will afford a certain amount of increment in their na- 
tional income within a certain period of time, to permit the repay- 
ment of such loans from the proceeds of the project. 

The amount of loans that have been made under Public Law 480 
for purposes of health and education, as I have indicated, is infinitesi- 
mally small. There has not been a single request for a loan under the 
Development Loan Fund, loans for dollars for malaria eradication, 
despite the fact the President has endorsed the program and it is a 
worldwide effort. 

Mr. Poacr. Is it not true that the United States is doing a good 
deal of that work directly for the people and we are paying for 
whole bill ? 

Mr. Wuattey. No, sir, Mr. Chairman. I submit a summary table, 
very small, to indicate the portion which the United States bears of 
the whole program, which is approximately 21 percent over a 5-year 
period. In spite of the $23.3 million we put in the program this year 
and the budget request of $25.6 million, there is required in addition 
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in the next fiscal year 1959 $7.6 million which we hope the govern- 
ments where the malaria is occurring will put up in addition to the 
amounts that they have already committed themselves to put up. 
That $7.6 million may not be reached. In the one country, Pakistan, 
for instance, the Government, because of the inadequate revenue, is 
unwilling to go forward with a full program of malaria eradication. 
I submit in that particular country it may be possible to protect the 
whole of southeast Asia by merely allocating a couple million dollars 
for local costs of paying the salaries of spray teams who spray the 
DDT. The dollar costs are all that the mutual security program pays. 

They do not, for public health projects or anything else I can think 
of, provide dollar costs out of mutual security appropriations to 
engender local currency. That has been done on some projects in 
Korea and places where the economy was at such a low ebb it was 
felt to our national interest to do so, but that is not usually the policy 
and the dollar costs only are funded for malaria eradication. 

May I make this one point on malaria, and if you have any further 
questions on public health I understand the chairman has asked the 
Director of Public Health for ICA to be present to answer them, 
and I think he can correct any misstatements I made on this subject. 
In the case of malaria eradication, for each $1 million spent by the 
United States at an annual per capita cost on an average of 20 cents, 
the United States portion of that being only about 10 cents, 10 mil- 
lion additional people will be protected from malaria for a year. In 
those areas where the programs are sought to be expanded, south and 
southeast Asia, for example, the prevalence of malaria is as high as 
50 percent and the incidence of new cases 25 percent or more. Thus 
$1 million will prevent 2,500,000 new cases. 

The world rate of total cases to total deaths is one percent, or 2 
million out of 200 million, which is much lower than that in the 
endemic malaria areas in which it is desirable to expand our efforts. 
25,000 people as a minimum, will die for every $1 million we spend on 
non-health projects rather than malaria eradication. 

I endorse fully the Senate bill except for the last provision on long 
staple cotton, which is over my head. But the Senate bill is not. ade- 
quate, in the field of education, to permit local costs to be financed 
for most technical education, or literacy training, as has been done so 
ably by Dr. Frank Laubach who, when I presented my suggestion to 
him, said this would be the answer to his prayers and the fulfillment 
of a lifelong work in the field of literacy training; 100 million people 
have been taught to read and write through his method. This type 
of person-to-person education cannot be done under the Senate bill. 

The Cuarrman. You say cannot? 

Mr. Wuatiey. Cannot, because that confines the aid primarily to 
only a few schools sponsored by American citizens—worthy as that 
purpose is, and I endorsed it before the Senate committee. These 
funds should pay the salaries of hundreds and thousands of foreign 
nationals which can be recruited by Dr. Laubach to teach literacy 
in assistance to our existing programs in education in many of the 
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underdeveloped countries that simply do not have the budgetary 
resources to permit them to cine even technical education, even 
agricultural education, which is so necessary. 

The public health budgets in most of those countries are so low it 
is rather shocking, and we would like to change that, but we cannot 
tell them how to run their government and cannot tell them how to 
spend their money. 

So if economic development has any validity—and I believe it has— 
I believe you will have to insert in the bill the amendment which I 
will read. 

I suggest that there be inserted between the two provisos of the 
present law, section 104, this simple language which more simply does 
what the report that will be submitted by Dr. Elliott to be included 
in your report would do, and that would simply say : 

Provided further: That section 1415 shall not apply to grants for projects that 
are non-self-liquidating and not suitable for loan and devoted entirely to the 
development of human resources and skills. 

I submit that if there is objection to that, it can be limited to per- 
mit a maximum of 20 percent of the foreign country uses only so as 
to not dilute the amount that we receive back from the proceeds. 

The Cuarrman. In other words, you favor the Senate amendment? 

Mr. Wuattey. Right. 

The CuatrMan. But you want to broaden the scope of the Senate 
amendment ? 

Mr. Wuattey. No, sir; I wish to add another amendment to which 
the Senate amendments are not addressed at all. 

The CHatrman. The Senate amendment does have reference to 
education. 

Mr. WHat ey. Yes, sir, but only to a very limited extent. 

The CHatrMAn. You said you wanted to broaden the educational 
aspects of the program so as to reach the masses of the people. 

Mr. Wuattey. And also public health projects which have not been 
touched upon at all by the Senate amendments. 

The CHarrman. You said no part of Public Law 480 is being used 
for public health improvements? 

Mr. Wuat ey. I have found only one instance where a loan has 
been made for public health out of Public Law 480 currencies. 

The Cuatmrman. By what authority was that loan made? 

Mr. Wuattiey. By 104 (g). 

The Cuarrman. They have authority to make the loan, but you 
want to give them authority to make a grant? 

Mr. Wuattey. Yes, sir. 

The Cuarrman. That is, a grant for health purposes? 

Mr. Wuattey. While you were out of the room, I covered the reasons 
for that, Mr. Chairman. The foreign governments do not request 
loans for these purposes, because they do not think these projects can 
assure them a certain increment of income and therefore a certain 
increase in revenue to permit repayment of such loans. Therefore, 
if grants are not made, these projects are seldom undertaken. 
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_ The Cuarman. The President of the United States apparently was 
impressed with the importance of this idea because he actually referred 
to the elimination of malaria in all parts of the world; did he not? 

Mr. Wuattey. He did, indeed, and I commend him for it. 

The Cuarrman. I do, too, but since he made that speech I have heard 
nothing else about it. 

_Mr. Wuattey. Honestly, I believe in all humility, if I could have 
time to explain either to you or to the President or any member of this 
committee the reasons why you must succeed in your efforts both in 
the committee and on the House floor and in conference in broadening 
the interpretation of section 104 to permit grants to be made where 
necessary for these types of projects, or by the adoption of the amend- 
ment I have suggested, which I submit is much simpler because it 
does not require in each particular project its submittal, and the red- 
tape required to go through the Bureau of the Budget, and get a 
waiver of section 1415. 

The Cuarrman. Mr. Whatley, will you do us the favor of preparin 
the amendment you suggest, and delivering it to Mr. Heimburger? 
You may collaborate with him with reference to the amendment. 

Mr. Wuattey. Yes, sir. I have already talked with him. I had 
other points, but the hour is late, and I will merely ask you to give 
consideration to this amendment also, Mr. Chairman: 

Title IT has been automatically extended year after year with title I. 
It is proposed in the Senate bill to be extended for 2 years. In con- 
sultation with the executive branch I find no objection to making title 
II permanent and putting it on the same basis as title III. The two 
dovetail together, and it is simply logical for administrative flexibility 
and simplicity and for other reasons that the title II program be made 
permanent with whatever annual limitation you might see fit to place 
on it. 

I submit it needs to be expanded. The ICA has been using this 
authority only at the rate of approximately $100 million a year, and 
less than $500 million of the $800 million maximum authorized by the 
Congress has been used to date. It could be used particularly for 
refugees pursuant to the amendment which you suggested 2 years 
ago, including the words “or extraordinary” to permit use of this on 
a government to government basis to assist refugees in a continuing 
status of need. 

There are still millions of them that are hungry and need food, and 
we have over $6 billion worth of it, and I think it should be shared 
before it further deteriorates. 

Corn is in double the supply that it was 2 y' ars ago in spite of the 
operations of Public Law 480 and the soil bank. Corn is spoiling fast, 
Mr. Chairman. I am very grateful for your attention and time, gen- 
tlemen. 

The Cuarrman. Thank you very much. 

We are delighted to have with us at this time our good friend and 
colleague, the Honorable Ralph J. Scott, of North Carolina. 

Mr. Scott, we shall be glad to hear from you at this time. 
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STATEMENT OF HON. RALPH J. SCOTT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NORTH CAROLINA 


Mr. Scorr. Mr. Chairman, I appreciate this opportunity to present 
my views to the House Committee on Agriculture to urge a continua- 
tion of the Agricultural Trade Development and Assistance Act. 

This act, more commonly known as Public Law 480, is of vital im- 

ortance and interest to the farmers and the general economy of the 
ifth District of North Carolina, which it is my privilege and honor 
to presently represent. 

-ublic Law 480 provides the methods and machinery for export 
of our agricultural surpluses—tobacco, cotton, and other important 
crops. 

This program is good for our farmers and for our total economy. 
With wise administration it can be the best possible implement for 
the development of friendship between American people and the people 
of other lands. 

America has the most enterprising farmers in the world. I know 
that this is true of the farm families in my area of North Carolina. 
They want to expand their acreages of the basic crops. To do this 
we must dispose of surpluses and create larger permanent markets 
for the future. This program is designed to do just that. 

The importance of the Public Law 480 program to our area is 
evident in the fact that, since the law was enacted in 1954, it has 
found foreign markets for 192 million pounds of tobacco, 3.2 million 
bales of cotton, 586 million bushels of wheat, 1.9 million pounds of 
vegetable oils, 146 million bushels of feed grains, 150 million pounds 
of meat, 220 million pounds of lard, 212 million pounds of dairy 
products, 186 million pounds of fruit and vegetables, as well as other 
commodities. 

Public Law 480 operates in four directions to find good use for 
our surpluses. First, we sell our commodities in foreign countries 
for their own local currencies, not requiring them to pay in Amer- 
ican dollars. Second, we use our surplus food for emergency relief 
purposes abroad. Third, we provide for barter transactions with 
foreign countries, to swap our farm surpluses for strategic metals 
and other materials needed in our national defense. Fourth, we pro- 
vide for donations through voluntary relief agencies. 

The law provides that in working out agreements for the move- 
ment of any Public Law 480 shipments abroad we must safeguard 
the usual marketings of the United States and make sure that sales 
will not unduly disrupt world prices. I agree with this emphati- 
cally, but I do feel that movement of our farm surpluses under this 
program can be expanded susbtantially, to reach many more mil- 
lions of people abroad and without disrupting normal commerce. 

Mr. Chairman, the world has never had enough to eat—not since 
very early times. Malnutrition is general now throughout vast un- 
developed areas where two-thirds of the world’s people live. The 
United Nations Children’s Fund reperts that lack of sufficient and 
proper food is a most important cause of the high death rate of 
children in the economically underdeveloped areas. In addition to 
taking countless lives, malnutrition creates widespread ill-health and 
unrest in many areas of the world. 
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That is the condition in the world around us, while we in America 
enjoy great abundance. 

We have a large surplus of farm commodities. Some people re- 
gard this as a curse, and they blame our farmers and our farm pro- 
gram. [regard this abundanceas a blessing. 

The abundance of our farms affords America its greatest opportu- 
nity in all history to bring world attention to the kind of government 
that has drawn its strength from the dignity and freedém of the 
individual, from its freedom of enterprise, and from peaceful and 
friendly purposes with all people. 

I look forward to a day when our farmers may produce to the 
limit, meeting the requirements of our own need, comfort, and con- 
venience, with the remainder of our farm abundance being inter- 
changed and shared in a manner to aid the people the world over 
who want to be our friends. 

I feel that bread and butter may yet be more effective than bullets 
and bombs, to win the battle for world peace. 

Mr. Chairman, I have no specific recommendations of a detailed 
nature from the legislation before you—you members of this com- 
mittee are better acquainted than I with the technicalities of this 
legislation—but I do urge that Public Law 480, the Agricultural 
Trade Development and Assistance Act of 1954, be continued, im- 
on and expanded, to accomplish these ends and purposes which 

have set forth. 

The Cuarmman. The next witness to be heard this morning is Dr. 
Campbell, who is with the public Health Division of the ICA. 

Dr. Campbell, we asked you to come here thinking the committee 
might want to interrogate you about the subject which we have under 
consideration, but since the hour of adjournment has passed, and 
most of the members, as you know, have left the committee room, I 
would like to ask you if you could tell us briefly what programs, if 
any, you are now operating in the Public Health Division of the ICA. 


STATEMENT OF DR. EUGENE P. CAMPBELL, CHIEF, PUBLIC 
HEALTH DIVISION, ICA 


Dr. Camppe.y. Yes, sir; we are very happy to have this oppor- 
tunity, Mr. Chairman. I am the Chief of the Public Health Division 
of the ICA, under the direction of Mr. Smith, who was here to testify 
earlier. 

The ICA, and its predecessor agencies, has been engaged for ap- 
proximately 15 years in cooperative public health programs through- 
out the world. At the present time we are actually working with the 
personnel of 37 governments in carrying out standard types of public 
health works in the host countries. These programs are composed 
of activities that are desired by the host country. They are all re- 
quested of us, and we have been able to collaborate with the per- 
sonnel of these governments to promote various types of public health 
activities that we are familiar with in this country. We firmly be- 
lieve that one important facet to a viable growing economy is the 
health of the people. After all the real wealth of a country or com- 
munity is its people. 

We have become aware recently that there are accumulating sup- 
plies of locally generated United States owned currencies through 
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the sources that you have been discussing this morning, and we have 
been very interested in studying these resources from the standpoint 

of utilizing them in this area of public health. We have felt that 

there are certain very appropriate projects that could be carried out 

with these resources, such as, for example, the utilization of locally 

— currencies to develop small or rural village water supplies 
or human consumption. 

One of the really big problems around the world, I should say after 
malaria, and one of the most important problems in the world is caused 
by the diarrheas and dysenteries transmitted through contaminated 
water which produce infant mortality in fantastic proportions. We 
feel an attention to this problem on a broad basis would be a very 
great help to the people of underdeveloped countries. It would also 
provide a bridge of understanding that cannot be obtained in any other 
way. 

In addition, we are thinking of another appropriate project which 
is the development of small rural health units. In my 15 years of 
work out of the county I have been engaged in the development of these 
small health units which are of tremendous help to the people of 
another country and they provide a great deal of good relations as 
far as we are concerned. 

A third group of projects are what we call categorical disease proj- 
ects, such as tuberculosis, schistosomiasis, intestinal parasitism, tra- 
choma, and so on. 

These diseases exist throughout the world in the underdeveloped and 
newly emerging countries, and we have methods, techniques, and sub- 
stances for control, and in some instances eradication. 

This area of technical cooperation we carry out as prescribed in the 
Mutual Security Act. In utilizing the accumulating resources from 
Public Law 480, we feel that some of them could be directed into this 
area with considerable benefit. 

The Cuarrman. At the present time how do you obtain funds to 
finance programs which you are now administering ? 

Dr. Camppety. These funds come from the Mutual Security Act— 
principally from title III, technical cooperation. However, we do 
receive funds from other titles of that act, depending upon the nature 
of the project. 

The Cuarrman. Is your agency financed by dollars or counterpart 
funds? 

Dr. Campsett. We have both types, sir. The majority of our proj- 
ects are financed jointly with some dollar funds from the United 
States and local funds appropriated by foreign countries. The 
matching of the funds becomes the basis for a cooperative program. 
Our dollar funds are a small catalytic fund used largely for personnel 
and some critical items of supply and materials that could not be 
obtained for the particular type of health work in the country. 

The Cuarmrman. Are you using any counterpart funds in your 
program ? 

Dr. Campseu. In the past some counterpart funds have been de- 
voted to the development of health facilities in a few countries in the 
Far East, and the south Asian area. 

At the present time we use a very small amount of counterpart 


funds. 
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The Cuarrman. Have you used any Public Law 480 funds? You 
do not have any Public Law 480 funds available to you yet; do you? 

Dr. Camesett. In fiscal year 1958, $614,000 of Public Law 480 
funds were allocated to the Asuncion, Paraguay, sewerage and water 
project. No Public Law 480 funds have been used in health projects 
in previous fiscal years. 

The Cuarrman. I am not sure that the law would be broad enough 
in its scope to permit you to use the funds for the purposes we are 
discussing. The witnesses who just preceded you indicated that the 
law would have to be amended. Assuming that the law is amended 
so as to authorize health programs in these backward nations, you 
would be in a position to expand your program and make it more 
effective ; would you not ? 

Dr. CampseELu. Yes, sir; that is exactly the situation. 

The Cuarrman. You mentioned the water-supply problem. I can 
agree with you on that. I do not see how some people in the world 
even exist or live with their present water-supply systems. I went to 
one country in the Middle East. I spent 1 night there, and that is 
all I wanted to stay there. I left the next morning. There was not 
any reason on earth that I could see why they did not have pure 
water. Yet the impurities in the water there were calculated to give 
one any disease, I suppose, that mankind would be subjected to. 

Dr. CampseLL. Yes, sir; you are entirely right, sir. 

The Cuarrman. Take, for instance, the city of Teheran. People 
drink the water right out of the sewer ditches. They use the same 
ditches there for the sewage in the morning and in the afternoon 
they use it for water supply. The entire situation to me is horrible, 
because I know they could have centrally located wells, or water 
supplies, and certainly it would help the health of the people. 

I think this has been a good suggestion, and I hope we can broaden 
this bill so as to make some of these funds available for not only small 
water supplies in villages, but large water supplies in larger cities 
like Baghdad, Teheran, and places like that. 

The Cuairman. Mr. Dixon, do you have any questions ? 

Mr. Drxon. I very much approve what the chairman said about the 
water question. 

The Crarrman. Do you think if we authorized the use of these 
Public Law 480 funds in these countries for the purposes we are 
discussing that you might be able to work out some matching program 
where the local governments might be induced to match the counter- 
part funds if we provided them so that they would have a financial 
interest in the investment and therefore a greater interest ? 

Dr. Campsett. If I may use an analogy in history, I feel sure that 
we can. In the past in this hemisphere we have operated cooperative 
programs on just exactly that basis by putting in a small amount of 
dollars which is matched by the cooperating countries in the beginning 
with small amounts of their currencies. Their amounts have increased 
every year until sometimes it is 10, 15, 20 and 25 times in comparable 
currency to what we are putting into the programs. We feel sure that 
if some of these locally generated currencies could be devoted to some 
of the projects mentioned above they would serve in the same manner 
to stimulate the local government, and the ministries of health to 
appropriate more money from their treasuries to match these funds 
in the prosecution of these projects. 
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The Cuarrman. Doctor, we thank you very much for your presence 
here, for your statement, and for your interest. I assure you that we 
shall give consideration to an amendment which will authorize the use 
of Public Law 480 funds for the purposes you have discussed. 

Dr. Campsextt. Thank you, sir. 

The Cuatrrman. Thank you very much. 

That seems to be all the witnesses we have scheduled for today. 

The committee will stand adjourned, subject to call. 


(Thereupon, at 12:40 p. m., the committee adjourned, to reconvene 
at the call of the Chair.) 
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Agricultural Trade Development and Assistance Act of 1954 


THURSDAY, MAY 22, 1958 


House or REPRESENTATIVES, 
CoMMITTER ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to recess, at 3:40 p. m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley, presiding. 

Present: Representatives Cooley, Poage, Gathings, Abernethy, 
Jones, Hagen, Teague, Tewes, Quie. 

Also present: Mr. Hyde Murray, minority clerk. 

The Cit atest The committee will be in order. 

Mr. Tracur. Mr. Chairman, could I make an inquiry. I certainly 
don’t want to obstruct things here and I don’t intend to. But I want 
to be sure I understand the circumstances inasmuch as we are oper- 
ating under rather unusual circumstances. 

It was my understanding, and I want to be sure I am right, that 
any bills that art voted out this afternoon are subject to a motion 
to reconsider. 

The Cuarrman. You are correct. 

Mr. Tracur. Thank you. 

The Cuatrman. We will now hear from Mr. William L. Springer, 
Congressman from Illinois. 


STATEMENT OF HON. WILLIAM L. SPRINGER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Sprincer. Mr. Chairman, as the members of this committee 
know, I have been very much interested in the results of Public Law 
480. Now if I might review for just a couple of minutes where we 
actually were from my own personal experience, which may be some- 
thing of what the committee has experienced but may not, but I do be- 
lieve it points to the trend of Public Law 480 and its influence and its 
effect upon us. 

When this law was passed in 1954 in July or August, I traveled over 
a good portion of southern Europe and all of Africa in November 
of that year. Everywhere I went I inquired about this law and I 
found that nothing had been done by the State Department. Hardly 
any instructions had been sent out 4 or 5 months after it had been 
put into effect. 

In addition, I found that it was received with a great deal of ques- 
tioning, with considerable resistance. The Ambassador didn’t even 
want to talk much about Public Law 480. 
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The Cuarrman. You mean our Ambassadors ? 

Mr. Sprincer. Yes, our Ambassadors. In fact, when you talked 

to foreign governments they hadn’t even heard about Public Law 480 
and didn’t even know that there was such a law. 

When I came home, upon inquiry in the agency administering that, 
and he’s now gone from this Government and has lately been de- 
feated for governor of a State and I think has disappeared from the 
political scene, at least for a while, I could feel as I talked with him 
he resisted this program and did not want to implement it. That 
was the history of the program in 1954 and early 1955. 

Now to give you an example, in 1957 I went to Madrid in November 
on this negotiation and I spent several days there with the Spanish 
Government and with the Embassy. The surprising thing was that 
you were not only met with open arms by the Government which was 
the recipient but you were met as well by the Embassy there who felt 
that this was the greatest diplomatic feat that could be undertaken 
in 1957 was to get this agreement signed with Spain. 

One afternoon, to give you an example, the Ambassador had a staff 
meeting with everybody there. This was a dress rehearsal to see what 
could be done to not get around to where we could negotiate it but 
actually to get the Spanish Government to be willing to undertake 
some of the things that they wanted done. 

So in 3 years almost exactly you had seen this thing turned com- 
pletely around from a position of resistance to it because in the begin- 
ning they felt that this was going to gum up diplomatic maneuvers by 
taking over markets which had been already allotted, so to speak, in 
the world market to certain countries, and now have fared this as 
well as you could possibly expect, and believe me they take it not as 
an agricultural problem because I don’t think the State Department 
has a basic interest in the question of agriculture. But they have come 
to the belief that this is a powerful instrument of foreign policy. So, 
therefore, that agency has accepted it. 

Now I think that the Department of Agriculture—I am talking 
about Garnett now who has been administering and has done an excel- 
lent job, as we all know certainly has done a fine job of implementing 
it, and I think that the Department of Agriculture gave it its first full 
backing down there. So we have never had any difficulty with the 
Department of Agriculture since the whole matter was implemented. 

o that brings us down now to what is the future outlook. Well, we 
are going into our fourth appropriation. I can feel by the editorial 
comment which I am getting I think from a good portion of the country 
that there is some resistance to this. Now I am talking about only 
what we would term in this, among we who have been interested in this 
and I am talking about this committee and a few others who have been 
close to it, resistance to the giveaway features of it. At least one farm 
organization which most strongly backed this I think is looking at it 
with a rather questioning eye as to whether or not our policy should 
be one indefinitely of in effect a giveaway of practically all the provi- 
sions of the bill. I am not as much alarmed about that, I think, but I 
do believe that we could get in a position in possibly a year, 2 years, 
3 years if we continued indefinitely to implement only the provisions 
which are giveaway provisions of getting the same kind of resistance 
to it that you are getting to it in editorial policy now, almost 95 percent 
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of the country to certain basic provisions of our agriculture policy. 
I think you practically all are informed on that. 

I think this is a good program and a good law, and I have given it 
a hundred percent of my support. I have traveled over practically 
all of the world in behalf of this law where any of this produce has 
gone. I think I have been in every area where any of this has been 
given under Public Law 480. I think we are approaching a time now 
when we ought to be implementing this law to where we are going to 
get a genuine market where we can sell produce in the open market on 
the basis of a sale over the counter for benefit received. 

Now, I am not foolish enough to believe that we can sell this produce 
over the counter and get dollars in return and I don’t believe there is 
anybody on his committee that thinks that can be done. But I don’t 
believe that we have made any steps forward since this law was passed 
along those lines. In other words we have implemented the provi- 
sions of the law only which have to do with giveaway. 

Now, before Mr. Garnett left his post to go with Pan American, 
I spent some 3 hours with him to determine what, if anything, we 
needed. It is his opinion, may I say, and he is certainly a greater au- 
thority on this law than I am, that there were provisions sufficiently 
contained within this law to do what I and he and a lot of people 
had in mind, and that is to work up an agency which can handle 
everything from counterpart to barter. 

All of you who have been watching the Russians at work know they 
are entering into our market, a lot in South America, where simply 
all they are doing is sending out an order list and saying to Brazil 
or Argentina or Chile we have got these things to sell. You check 
off what you want and we will make the terms with you. Don’t you 
worry about the credit. We will make the credit terms with you 
that will be satisfactory. 

Now, if we are going to continue to sell agriculture produce, some- 
where along the line we are going to have to meet that kind of com- 
petition. 

Now, before I talked with Mr. Garnett I visualized some kind of a 
banking agency. I am talking about a banking agency which could 
handle international currencies. That is the only way I could figure 
out we could do it. If we are going to hand over $2, $3, $4, or $5 bil- 
lion a year wherever it is going to be, we ought to have some kind of 
an agency that can accept lira, francs, that can accept yen, that can 
accept rupees, any currency that you want to, and have a bank avail- 
able to deposit them in to the credit of the United States. Then our 
problem then is to either loan those out at interest rates in the areas 
where we can get a return on them or where they can exchange them 
for dollars and where we can exchange them under the terms of this 
for other materials which this law gives you the opportunity to do, 
with the possibility of reselling those raw materials to somebody who 
can purchase them for dollars. ery iy : 

Now, that is the trend. I think that is the direction in which we 
ought to be pointing on this now before we get into a critical area 
and stage—I am talking about 2, 3, or 4 years from now—where 
everybody is going to be opposed to the giveaway features of the 
program. 

Now, the only other alternative that I can see if you are not going 
to do that and you are going to go on with the giveaway program 
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indefinitely, is that you are almost going to have to transfer the pro- 
visions of this law over to foreign aid. Now, that is the only place 
I can see it that you can make this stand up is in the foreign-aid field. 

Now if you are going to do that you are going to approach it from 
an entirely different viewpoint in my estimation from what we are 
doing now because we are doing it simply on a sale of surplus 
agriculture produce, and we are approaching it from that kind of a 
theory morally and I think that is exactly what we have said legally 
in this bill and that is the purpose of it, to get rid of surplus agri- 
culture produce. And if we then decide that isn’t the purpose of it 
and you are going to go to foreign aid, and then you are going to 
take up the provisions of the bill which was introduced by Senator 
Hasaphoey over on the other side in S. 3223 for other purposes of 
which he lists six in here, if you are going to approach it that way 
then it seems to me you are going to have to do it on a foreign aid, 
foreign assistance, some kind of a mutual security proposition, and 
not on the basis of Public Law 480. 

The Cuarman. Is it your idea to take all counterpart funds and 
funds generated by Public Law 480 in all of the different countries 
and put our part of the funds into some lending agency and make 
the funds available wherever we wish to make the funds available? 

Mr. Sprincer. My thought was this—I would say that what you 
have said expresses it partly—my feeling was that the agency is going 
to have to be able to handle any kinds of counterpart funds that are 
available if you are not going to this on a credit basis. Now I am 
talking about a sale over the counter for money. I am not talking 
about dollars but rupees or yen or francs or lira, if you are going to 
have an agency that can handle it and is set up to do that kind of a job. 

The Cuarrman. What would you do with the various currencies? 

Mr. Springer. I can visualize several things. I was thinking, for 
instance, of lending those currencies back in the country from which 
we receive them. I am talking about lending them in commercial 
transactions as one possibility. 

The CHarrman. We may do that now. Under existing law you 
may use counterpart funds for internal improvements in the recipient 
country and you may use 25 percent of the Public Law 480 funds for 
loans to our own business people. 

Mr. Sprrncer. Yes. 

The Cuamman. To build facilities in foreign countries. 

Mr. Sprincer. Yes; now I think you are right. The point I am 
trying to make, Mr. Chairman, is that that is not being done. 

The Carman. We have counterpart funds and Public Law 480 
funds in far-distant places in the world and we are not putting them to 
any use at all. 

Mr. Sprtncer. That is right. May I say this and I think you are 
cognizant of it. I think there has been, may I say, a lack of interest, 


I am not going to say resistance, but that I can sort of sense in the 
Department there is a lack of interest in the State Department in our 
doing this kind of thing that I am talking about on a sell over-the- 
counter basis. They are more or less interested in the giveaway 
proposition and using it as an arm of diplomacy which I am talking 
about was used in Spain last year and which was used down in 
Pakistan and India for the same purposes. 
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The Cuatrman. Apparently someone in the State Department or 
some other agency of the Government is not particularly interested 
in doing anything about the giveaway part of the program if the 
information we have received, and other information which we will 
receive today, is adequate with regard to Brazil, for instance. We 
have a witness who has been in Brazil for 3 months and we also have 
an article in Time magazine, the current issue, which shows a very 
deplorable state of affairs in Brazil. I am sure that the situation, 
if it is accurate, in Brazil probably prevails in some other countries. 
If we had all of the counterpart funds and all of the Public Law 480 
funds which belong to us, in the hands of one agency we could go a 
long way toward preventing starvation in future years. We could 
do a great deal of trading and buying with that currency; could we 
not ¢ 

Mr. Sprincer. I think, Mr. Chairman, this is my opinion of prob- 
ably what ought to grow out of the thing. First of all, I think under 
Public Law 480 if you are going to continue it you ought to determine 
first of all what is going to go to the giveaway program, what all is 
going to go to this country where you are going to give it for rede- 
velopment and all of that kind of thing as a giveaway proposition as 
we are doing in Pakistan and India. If it is going to be : 25 percent, 
let’s say 25 percent of it is going to be done, the remaining 75 percent 
we are going to sell on the open market and we expect to “account for 
that to the United States Treasury. We expect to take this as a com- 
mercial proposition and not as a giveaway. 

The CuarrmMan. In some of these countries I think American busi- 
nessmen would hesitate to make investments because of the instability 
of the Government. I know that, for instance, in Mexico I have been 
told that American businessmen have applied for as much as 400 
million pesos and we only have available about 88 million pesos. Now 
that indicates that the American businessman is willing to invest in 
Mexico, whereas you go to Pakistan or some other country they have 
an abundance of funds available but the American businessmen are 
not induced to go into those countries and make investments. 

Mr. Serincer. I think you are probably right on that. My only 
thought is this, that I don’t think that the way in which this mumble- 
jumble is going on now that you have any agency that is interested 
in the commercial development for the sale of agricultural produce. 
That is about the best I can say to it. 

The CuatrmaAn. You think it necessary for us to create a new agency 
of the Federal Government to function in the field that you are inter- 
ested in ? 

Mr. Sprincer. In the field of credit. Now, Mr. Chairman, we are 
just brushing the surface with this export sale of farm produce. I 
mean, actually you are putting up a bill for $2 billion a year and 
you still got a tremendous surplus in this country. You haven’t 
touched this real problem yet which you set out here under section 104 
to help develop new markets for United States agricultural com- 
modities on a mutually benefiting basis. There has been very little 
done under that program at all. Now I think this is the kind of an 
agency that not only ought to handle this but it ought to be in the 
business of promoting the sale. 

The CHarrman. You know the difficulties we encounter when we 
attempt to create a new agency. It is very difficult todo. Could not 
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the Export-Import Bank take over the functions that you have in 
mind ? 

Mr. Sprincer. Now I would say that I haven’t investigated into it 
enough to know. But that would be satisfactory to me if they felt 
they could do it. But I do think you ought to have a law here with 
guidelines telling them exactly what to do. 

Now I do think that we haven’t yet developed out of this law any 
promotional agency. Mr. Chairman, I have been in all of these coun- 
tries and I can’t find any agency that is promoting the sale of agricul- 
ture produce pursuant to this except insofar as the Embassy itself is 
doing it under a giveaway plan. Now if any of you can tell me of any 
agency that you know of that is doing that promotional program 
under this law I don’t know what it is. 

The Cuatrman. I am inclined to agree with what you said except 
I think that some of these church organizations have been doing what 
they do to promote an interest. 

Mr. Sprincer. I agree with you on that but that is an insignificant 
amount. 

The Cuatrman. Outside that I think you are right. No other 
agency has attempted to do it and I agree with you—I think our am- 
bassadors are very slow to participate in any way in connection with 
a promotion of Public Law 480. 

Mr. Sprincer. Well now, I think, Mr. Chairman, this has been my 
experience. I will have to admit I don’t know about Brazil because 
that is one country I haven’t been to. 

The Cuairman. Would you like to go down there on behalf of our 
committee and make an investigation ? 

Mr. Sperrncer. Well,no. I will say I have been vitally interested in 
this because it affects my district. Soybeans were included in the 
Madrid agreement as well as the sale of cotton and cottonseed oil in 
that agreement. But I would say to you that in the countries where 
I have gone in the last 2 years there has been a tremendous interest in 
the Embassy. They think this is an awfully important part of 
diplomacy. Now what was done in Brazil I am not in a position 
whatever to say. But say India and Pakistan. I have simply been 
besieged by those countries in this particular program, and the prob- 
lem of this department has been to cut these countries down to a point 
where there was enough money to go around. When you start cutting 
this pie up as Mr. Garnett has been doing, and when he shows you 
what the pie is, as most of you gentlemen who sat in on the Polish 
agreement know, I know Mr. Poage did because in the basement one 
night they were all there for 2 hours and the problem was to cut 
Poland down to a point where we could do the job for them. There 
just simply was not enough money to do it. So I don’t think you lack 
in interest, Mr. Chairman, under the giveaway program and I don’t 
have any particular fault to find with what has eh done in view of 
the policy that was adopted. But I do think we are at the crossroads 
now where we ought to make up our minds about a sales program on 
an over-the-counter proposition. We have not implemented the 
portions of this program which in my estimation are for the promotion 
and sale of American agricultural produce on a permanent basis. 
The CuatrrmMan. You mean through businessmen ? 

Mr. Sprincer. No, I do not. 
The Cuarrman. Normal business channels ? 
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Mr. Serincer. I would say normal business channels ought to be in 
on this without any question. 

The Cuatrman. Now you know when they make it government to 
government the people in the needy countries know very little about 
the transaction. If you can work it out where businessmen of America 
deal with businessmen of other nations and use the facility that you 
are talking about, it seems to me that it could accomplish more for us 
than it would if we deal government to government with a corrupt 
government. 

Mr. Sprrncer. Well now, with that I would have no fault to find. 
I do believe that you are going to get large sales—I am talking about 
in competition with the kind of thing which I visualize Russia is 
going to undertake in the next 5 or 10 years—it is going to take some 
imaginative work to meet that. But I don’t think ‘the businessmen— 
I will be frank with you—are going to be able to make that that sizable 
and be able to meet the competition you are going to have on a barter 
basis with Russia and the satellite countries, because Russia can take 
in the wheat or cotton or whatever they have to sell and it will be sold 
in a bundle. 

Mr. Poace. Mr. Springer, are you advocating that instead of selling 
to a country, Brazil, for instance, say $10 million of agricultural prod- 
ucts, and taking $3 million in counterpart we might spend and lend 
them back to the other $7 million, which is roughly what we have been 
doing in most of these countries, ‘that we require them to actually pay 
us in their own money ¢ 

Mr. Sprincer. Correct. 

Mr. Poace. The full amount of the transaction? 

Mr. Sprincer. That is right. 

Mr. Poace. And that we then be able to use that foreign currency 
as we see fit. What we are doing, of course, is not a sale in most in- 
stances where foreign currency is received. What we are doing today 
is that we get a small portion of the agreed purchase price which has 
to be the commercial price. We get a small portion of that in the for- 
eign currency that we can use and then a large portion of it which 
I think in general runs about 70 percent in some cases, a good deal 
higher is actually kept by the country that owes us and it is no cash 
sale at all. We don’t get the foreign currency that we contemplated 
we would get under this law. Now are you suggesting that we should 
make our sales at least final enough that when we sell something that 
we at least get the purchase price in their money ? 

Mr. Sprincer. Yes. Mr. Poage, what actually has happened is this 
if you go into it in detail. Take Pakistan as a good example, and 
I am awfully familiar with what you did, actually the money in effect 
has been paid and what we do there, say, we get $75 million in a sale 
from them. We take that $75 million and then they start to set up 
projects—I am talking about digging a canal or levee work or drain- 
age, whatever it may be. Then we approve that project and say that 
is a $10 million project. We write that off as a $10 million project 
and so we give them that $10 million, which we do, and they go ahead 
and do that work and we give them a writeoff. Another project, say, 
is $35 million, as one big river project there was. When they get that 
set up we write that $35 million in effect off. We approve the project. 
I am saying that the projects in many instances are fine and good for 
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the country if that is all you want to say. What I am suggesting, Mr. 
Poage, is if you are gong to do that for a portion of the program, say 
25 percent, that is all right. Let’s do that. But on the other 75 per- 
cent let’s get on a commercial basis here and get this money back. 

Now I am coming back to the Soviet thing because I think in the 
agricultural field we are going to be faced with the situation that 
these countries are closer to Russia and Russia can serve them 
better than we can over there. For our agricultural produce for 1958 
we ought to be entering into some kind of programs like they are 
doing for 2, 3, 4, 6, and some of those Soviet programs are going for 
as long as 7 and 10 years. Therefore they are tying their market 
and that country’s market and economy to their own. Now, if we 
are going to retain this market which we are creating under this law 
we have got to be able to say that we can extend that credit. That is 
why I say that this corporation, this agency or whatever it is, that is 
necessary, has got to be able to grant those credits and take the money 
and exc range the currency oa develop this banking or lending or 
credit agency, not for 1 year. He has got to be able to handle it with 
Pakistan or India or Indonesia for a period of 5, 10, 15, or 20 years. 

Mr. Poaer. I understand that the partment claims it is doing 
that by virtue of these loans to the countries, and I think in most 
cases there is a larger percentage of loans than there is for grants for 
these projects that you are talking about. The Department says 
“Why, you are just using that as a means of extending credit.” In 
other w ords, we say to Pakistan that if you owe us $75 million and 
you owe it in your currency instead of ours, why we can take $50) 
million of this or $60 million and you can invest it in these canals 
and these irrigation ditches and we will let you repay that over 30) 
years with a relatively low interest rate. That is what we have done 
in most of those cases; isn’t it? 

Mr. Sprincer. No, it isnot. May I say that is done in some. But 
if you want to take the others and add them up it isn’t even close. 
It is far apart. In the Spanish agreement we are going to get dollar 
for dollar in effect because we are going to use that currency in pay- 
ing for the bases. We had to put dollars out for the bases, and that 
didn’t make any difference because that is not a regular commercial 
transaction. That is something which we had there in that country 
and we would have had to pay for it anyway. I am talking about 
a commercial transaction whereby you buy it over the counter. This 
is an unusual case. The Spanish ‘thing will be finished in another 
year and we will have no way of doing it unless you operate a give- 
away program again. 

y whole problem is the gradual elimination of the give-away pro- 
gram unless you want to set it up on a percentage basis because I am 
looking at it from a farm-surplus program point of view, and if you 
are going to take a long-term farm-surplus program I don’t think 
the American public will stand still for an indefinite extension of the 
give-away program. That is why I think we ought to meet this 
program now. 

The Cuarrman. Would you tell us whether or not you have at- 
tempted to draft any legislative proposals or would you do that? 

Mr. Sprincer. No, I have not, because at the present time I have 
got to analyze this law to determine if what Mr. Garnett has led me 
to believe is true, that it can be handled under this bill. I am in- 
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clined to believe that it cannot be handled under this bill. He thinks 
that it can. 

The CHatrman. Mr. Garnett has been replaced. I wonder if you 
will be kind enough to confer with his successor, and the Solicitor in 
the Department. I am sure he would be glad to come to your office, to 
see if you could draft some language and accomplish what you have 
in mind. 

Mr. Sprincer. Yes, I will be glad to. 

The Cuatrman. In the near future before we report Public Law 
450. 

Mr. Sprincer. Yes, I will be glad to do that. 

The CHarrman. I think if you will do that we will take it under 
consideration. 

Mr. Sprincer. May I say, Mr. Chairman, that you might be able 
to add language to this bill and implement it. 

The Cuamman. We might add some language here to accomplish 
what you have in mind, and still have in mind the situation that you 
refer to that we might find ourselves in 5 or 6 years from now, and 
provide some agency of the Government with authority to carry it 
on with the funds that we have, rather than permit these funds to be 
idle in other countries. 

Mr. Sprincer. I think that is the real problem, Mr. Chairman. 

The Cuarmman. I do not suppose any Member of Congress has 
even a remote idea as to the value of the money that we have to our 
credit in all of the nations of the world. 

Mr. Sprincer. Under Public Law 480? 

The Cuatrman. Under this law and under all of our mutual secu- 


rity programs and all of these other things. 

Mr. Sprincer. Well I am inclined to agree with you on that. 

The Cuarrman. We thank you very much for your statement. We 
will now hear from Mr. Johnson, a member of this committee, a Con- 
gressman from Wisconsin. 


STATEMENT OF HON. LESTER JOHNSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WISCONSIN 


Mr. Jounson. Mr. Chairman, we have an opportunity here today 
to approve a bill which will continue to make available to children at 
nonprofit summer camps some of the surplus food the Government has 
purchased under price-support programs. 

In recent years surplus foods have been distributed to nonprofit 
camps on the basis of the total number of children attending the 
camp. The practice was followed out of the belief of administrative 
officials that children eligible for school lunch during the school year 
are also eligible for surplus foods during vacation. 

Regulations are currently being written to incorporate all of the 
requirements with respect to the donation of surplus foods. When 
I learned there was some question as to whether a large number of the 
summer camps could continue to be eligible, I decided to submit this 
legislation to insure that eligibility. 

A good share of the camps affected are under the supervision of 
civic organizations. Included are camps operated by the YMCA and 
YWCA, Boy and Girl Scouts, the 4-H, religious, and other similar or- 
ganizations. Upon investigating I learned that an estimated 879,000 
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children attended summer camps which received surplus foods last 
year. In my State of Wisconsin the Agriculture Department esti- 
mates that 83,000 school-age children benefited from these donations. 

It is obvious that nonprofit camps will be able to make good use of 
the money saved in obtaining surplus food. Perhaps the greatest 
benefit is in providing additional openings for children who might not 
otherwise have had the opportunity to vacation in the great outdoors. 
The bill is a natural companion to a special milk law for summer 
camps which was passed and signed into law in 1956 after I intro- 
duced it. 

I appreciate very much the opportunity to have this measure con- 
sidered so that we may put it into effect this year and prevent con- 
fusion which might otherwise arise in administration of the program. 

The Cuairman. Thank you, Mr. Johnson. Mr. Jack Ziper, of New 
York. 

STATEMENT OF JACK ZIPER, NEW YORK, N. Y. 


The CyHatrman. Gentlemen of the committee, this is Mr. Jack 
Ziper, of New York, a businessman whom I met some months ago 
who advised me that he had been to Brazil frequently and was going 
there again, and I requested him to make some observations while 
he was in Brazil with reference to the operations of the programs 
under Public Law 480. Mr. Ziper has just returned from Brazil. I 
had a conference with him on Sunday down in North Carolina, and 
I requested him to come before the committee today to give us the 
benefit of his views and observations, and I am sure that the com- 
mittee will be very glad to hear you, Mr. Ziper, at this time. I would 
like to say that he is particularly interested in the distressing situa- 
tion which he found in Brazil during his sojourn there. 

Now, Mr. Ziper, you do not have a prepared statement. I assume 
you will just go ahead and tell us about your trip to Brazil and what 
observations you made while you were there and tell us pomething 
about your findings and conclusions. 

Mr. Ziper is accompanied by a distinguished constituent of mine, 
Mr. J. C. B. Ehringhaus, Jr., of Raleigh, N.C., an attorney. We are 
glad to have both of these gentlemen with us. 

Mr. Zieer. Mr. Chairman and members of the committee, I am very 
grateful for an opportunity to present my views before this commit- 
tee relative to Public Law 480. I have just returned from Brazil 
where [ spent 3 months and had the opportunity to discuss Public 
Law 480 with certain members of the Government as well as getting 
the reaction of the people of Brazil. 

As you undoubtedly have read in the paper, Brazil today is in a 
very trying situation insofar as its currency exchange is concerned. 
The previous gentleman, Congressman Springer, spoke of the value 
and power of Public Law 480 and its use as a Ww eapon abroad. ‘This 
is absolutely true. Under Public Law 480 the people are in a position 
to obtain agricultural products which they otherwise might not be 
able to acquire. 

I found Public Law 480 is solely referred to as a government to 
government operation. One never hears of the personal contributions 
of the people of the United States which makes this program possible. 
Today Brazil has an entire area in the northeast where people are 
physically starving. They have no food nor water. This situation 
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created quite a havoc in Brazil. I feel it would have been a wonder- 
ful venture toward gaining goodwill for us if America were able to 
create an airlift to supply the stricken areas and thereby showing the 
people of Brazil that the American people as well as its gover nment 
is interested in their welfare. 

In all my experience I haven’t met anyone there who knows what 
our people are contributing under Public Law 480. They don’t know 
that our people are taxed and through this means agriculture obtains 
the funds which make it possible to carry out these programs. 

It will be a wonderful thing for America if the people of Brazil 
were in some way made aware of the contributions made by the Ameri- 
an eople. 

The Cuaimman. May I interrupt you? You talked to just ordi- 
nary people and you talked with Government officials and I assume 
you conferred with people in all walks of life during the 3 months 
you were there? 

Mr. Ziver. Yes. 

The Cuairman. You say you did not find anyone who knew any- 
thing about the program under Public Law 480 or the availability of 
the food we have in our warehouses / 

Mr. Zier. ae to my experience the people of Brazil are 
not aware that they can get the food from the United States. The 
word “surplus” itself, if I m: iy respectfully say so, leaves a bad 
psychological connotation. For political reasons or other reasons the 
food sometimes remains at the port, and when it finally reaches the 
kids in school who drink the milk, who use the butter, the parents and 
the children find that the milk has gone sour and the butter rancid. 
Certain papers present the picture that this is American surplus which 
they would have thrown away anyhow. 

This presentation is not accepted by the average Brazilian, but you 
are well aware of the Communist threat that is definitely present 
there. 

Brazil feels that in two wars it immediately declared itself on the 
side of the United States, and it feels that in its present economic 
situation and dollar plight, while our Government has seen fit to help 
other countries the contribution we have made toward helping Brazil 
is small. I was somewhat shocked to find very serious and important 
people who form public opinion casting their eyes toward the Com- 
munist element in Brazil, who have a very easy approach to people 
hungry and starving. 

[ think even now it would be a wonderful gesture, Congressmen and 
Mr. Chairman, if it were possible to find a way either through welfare 
agencies or the church or the Red Cross to make available the food 
to the people of Brazil. No loans would equal the effect of these 
starving people receiving packages, marked red, white, and blue, 
written in English and Portuguese letting them know that the people 
of America are making their contribution to their welfare. 

The Cxuaman. In other words you think that we should be deal- 
ing with the people of Brazil rather than with the Government ofli- 
cials of Brazil? 

Mr. Zrrer. That would be rather difficult; but I feel where some- 
one has money and merchandise to give that the least they could 
exact in return would be an assurance that the recipients knew where 
it came from. 
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Mr. Gatruines. This Government ought to have the assurance that 
the recipients of that food should know that it comes from the hearts 
of the people of America and not that this rancid food was “thrown 
here at you” because we don’t want it and it’s surplus to us. I heard 
you say that the word “surplus” is not a good word in Brazil. 

Mr. Zrrer. Yes, sir. It implies it is what America is ready to 
throw away. I am not saying the Brazilian people throughout the 
country say this. I am saying the Communists use it. The starving 
people are told that communism is a better way of life than democracy. 

Mr. Garutnes. In other words, when we do send the surplus we 
get a black eye, is that it? When we do send this good food from 
our coffers to Brazil the Communists kick up the propaganda and 
say well now, “Here is what you are getting. Isn’t that terrible?” 
A mere pittance. Is that it? 

Mr. Zrrer. I agree with you, Congressman, entirely. It would be 
a wonderful thing if we might require of a government prior to sign- 
ing an agreement with them that their people should be informed that 
essential food comes from America, to use your wonderful words 
“from the heart of America.” Nothing would gain more friends for 
America. A loan to a government that is in financial difficulties serves 
a purpose, but of equal importance is that the people of that country 
know from whom and for what purpose it is given. 

Mr. Garuines. Now, what about the communications media, the 
radio and the newspapers ? 

Mr. Zrrer. First of all, we have only one English newspaper in 
Brazil, the Brazilian Herald. We do not have any printed English 
newspaper which either represents or reflects the American shiakin 
or American people. 

The Cuarrman. Does the Voice of America reach into these remote 
sections of Brazil ? 

Mr. Zrrer. I have heard the Voice of America and thank God for 
that. I think they have done a wonderful job. 

The Cuatrman. The Voice of America does not reach these people 
in the five states of Brazil which are suffering most because those 

eople do not have radios or televisions, do they? They do not even 
have beds to sleep on. 

Mr. Zirer. Nothing; they have nothing there. 

Excuse me. I just want to stress that I represent no lobbying 
group for Brazil. I represent no individuals in Brazil. I have 
been in Brazil for 6 years. I have spent at the most 3 to 4 months at 
a time. The people are very, very friendly to America. The last 
two times I have been there I have found that good will toward 
America is disappearing rapidly, and that we haven’t done much to 
get their good will. 

The Cuamman. What about the anti-American feeling prevailing 
in Brazilnow? To what extent is that existent? 

Mr. Zrrer. I believe the anti-American feeling in Brazil is on the 
rise. I feel the people resent the fact that while America is giving 
so much aid abroad, they have been ignored. Their reactions are, 
and I have heard this from high levels, that unless a country can 
show the State Department or America that there is a threat of com- 
munism, they will only get lip service. 

The Cuarrman. In other words you would have to create a threat 
of communism before you have the good intention. 
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Mr. Zrrer. This is exactly how they feel. They seem to think their 
needs will come last. I was there in 1954 when the President com- 
mitted suicide. There was a manifesto published attacking America. 

Mr. Garuines. You said they did what about a manifesto ¢ 

Mr. Zrrer. Prior to his death he alleged wrote this manifesto at- 
tacking the exploitation of American capitalists in Brazil. It has 
since been denied that he wrote it. There is a conflict of opinion. 

Mr. Poace. Mr. Ziper, you are raising a question there that I think 
is a most difficult one for us to deal with. Practically all of these 
underdeveloped countries of which Brazil is one of the larger and 
wealthier ones need tremendous amounts of capital just as we did a 
hundred years ago. I wonder if they are willing to accept the capital 
on anything like the terms that we accepted it. You don’t have to 
go back a hundred years. Iam not quite that old. But I can remember 
when down in my country in the Southwest most of the capital was 
British or Dutch and some French capital was invested there. The 
big ranches were almost all British and Scottish owned. But we were 
willing to let these foreigners come in and invest their money. They 
built our railroads. They built our utilities. We didn’t build these 
city utilities. We didn’t build these transcontinental railroads with 
American capital. We built it with European capital almost ex- 
clusively, just like these people in South America and in Asia and 
Africa have got to do. But we did let those British, those Dutchmen 
take anything back, any profits they had made. They could move 
them out whenever they saw fit. 

Now there is not a nation in the world that I know of today that 
is willing to do that. They all say we want your capital, but we are 
not willing to let you move the profits freely. Now how do we recon- 
cile that? I understand that it exists, and I know that we can’t just 
say that it’s foolish from their standpoint. It isn’t foolish. From 
their standpoint it’s important to them. But it is tragic from a world 
standpoint, as I see it, and how do you break that down ? 

Mr. Zirer. First, Congressman, may I respectfully say this. The 
American companies that have invested in Brazil have had ample 
opportunity to take out their profits. Brazil has never created any 
hardships. They give the same rights and privileges to foreign 
investments as they do to their own. If I may say so, and I hope it 
does not create any bad feeling, but the people who have invested in 
Brazil, the business people, have found many ways to get rich, some- 
times at the expense of Brazil. 

I am not here to attack businessmen. Many have accomplished 
much for Brazil. I am here to focus attention to our loss of good 
will. During my last two trips to Brazil I have witnessed this 
steady decline. ‘The news dispatches concerning our Vice President’s 
South American trip tend to confirm this point of view. 

I feel strongly that we are losing prestige in Brazil because of too 
little personal contact with the people of Brazil. Their people are 
uninformed of America’s concern for their welfare, and of its readi- 
ness to help. 

The Carman. You said we should let the Brazilian people know 
what we have been doing. 

Mr. Zirrr. That is right. 
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The Cuarrman. Since you arrived, I asked a member of the staff to 
obtain some information for me and for the committee which indicates 
that we have done nothing in the past 12 or 18 months. The Foreign 
Agricultural Service reports that the Commodity Credit Corporation 
costs on the commodities in the Brazil agreements amounted to $296 
million, including transportation and other costs. Now these trans- 
actions to which I have referred were in 1955 and 1956. 

Now in 1957 you tell us that there was starvation in the States of 
Brazil, people are starving because they do not have food and water. 
Now, bok if anything, has our Government done and what, if any- 
thing, has the Brazilian Government done, to alleviate the human 
suffering in that area? 

Mr. Zreer. As far as our Government is concerned, I do not know 
what has been done. As an individual, I would have liked to have 
seen an airlift, similar to the one to Germany, supplying food to the 
starving people of Brazil. 

The CuatrmMan. You think the situation is of urgent character in 
Brazil now? 

Mr. Zirer. Yes, sir. 

The CHarrmMan. And our Government should not only tell the 
Brazilian people that the food is available, but actually fly it in, if 
necessary, to save these people from dying of starvation ? 

Mr. Ziver. I think that would be the greatest contribution our 
people could make, and I think it would do Tauch to solidify the good 
will. 

Mr. Poace. Do you think the Brazilian Government would welcome 
that ? 

Mr. Zirrr. I think they would. I will tell you this much, sir, prior 
to my leaving; there was a governor who made a direct t appeal for 
assistance. Now, if I may say this, at least the Brazilian people 
would know that the American people were ready to help them. 

Mr. Poacr. How would they ? 

Mr. Zirer. They might be informed through the medium of our 
own Embassy there. 

Mr. Poace. Certainly, you just told us they did not get any infor- 
mation around there, generally, and, obviously, we did not actually 
move it. And the mere fact that Congress authorized it, or that we 
had airplanes standing by here in the United States s, if the Brazilian 
Government did not want it done, it is quite obvious no one in Brazil, 
except the Government itself, would know anything about it. 

Mr. Zirrr. I am quite sure, if the United States Government would 
have made a proposal, that the present political party in Brazil would 
not have rejected it. 

The Cuairman. Your idea is that, while we had planes standing by 
to go into Venezuela, with marines ‘to fight, the best thing we could 
do is to have planes standing by to have food to go into Brazil to 
prevent starvation / 

Mr. Ziprr. I agree with that 100 percent. 

The CuarmMan. Do the people of Brazil, the officials of the Gov- 
ernment of Brazil, know of our readiness to come to their assistance / 

Mr. Zreer. I do not know whether the Brazilian Government is 
aware that we are ready to help them, and to the extent that we are 
ready to help them, in the stricken areas. 
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The Cuarrman. Mr. Poage’s question was: Do you think, knowin, 
the officials of the politic: al Government as you know them, that, i 
an official tender of assistance were submitted, it would be accepted 

Mr. Zrprr. In my opinion, the answer definitely would be “yes.” 

The Cuarrman. Do you know the President of Brazil ? 

Mr. Zirer. Well, I do not want to make an assumption 

The Cuarman. I mean do you know him ? 

Mr. Zirer. No. I have spoken to people who have talked to his 
wife, Mrs. Kubitschek, about the possibility of furnishing food. The 
reply I received was that starving people should not ask help, but if 
our Government was willing to give it, they would accept it and be 
extremely grateful and thankful for it. 

The Cwarman. In other wor ds, you think there is some reluc- 
tance in Brazil to ask for aid and assistance from us, but, if it is 
tendered to them, they would accept it ? 

Mr. Zrrer. Yes, sir. 

Mr. Poacr. Well, now, why does the Brazilian Government not 
deliver the food they do have? We have sent $300 million worth 
of agricultural commodities to Brazil, and $300 million is not a small 
amount; it is rather a substantial amount. True, they have paid 
us in cruzeiros for that. 

And you have told us, and this article in Time magazine also tells 
us, and you verified it and I am sure it is true, by the time the food 
reaches these people the butter is rancid, the milk is spoiled, the 
products are no good. 

Now, the products were good when they left the United States, 
and they were delivered to Brazil in good shape. Certainly, there 
may have been some spoilage, as there always is, but they were de- 
livered in regular commercial movements, and we must assume that 
the great bulk of that food did arrive in Brazil and was edible, was 
good when it arrived there. Now, why has the Brazilian Govern- 
ment been so reluctant to supply it to the people ? 

Mr. Zirer. By answering that question, sir, I think I would give 
in to my own personal feelings. I do not know the minds of the 
Brazilian officials. The point I am making, regardless of what their 
reason is, they were definitely wrong for not doing it, however this 
has not helped us any. 

Mr. Poace. That is not the point. If we are to intelligently handle 
this thing, we have to know something about the Brazilian think- 
ing. I think that is what was wrong with the whole of Nixon’s 
travels; apparently, no one had any idea of what the people down 
there were thinking. 

What I want to know now is what is activating the Brazilian offi- 
cials in withholding that food? Why is it not going to the starving 
people today ? 

Is it a situation such as existed in China? I was in China in 1945 
or January of 1946, and so was Chairman Cooley, and we were told 
then in Shanghai that approximately one-third of what we sent, in 
there had to go to certain war lords as their cut before anything 
could be delivered to the people. Now, is that Mina is wrong? 

The CuamrMan. May I interrupt you a minute? 

Perhaps Mr. Ziper does not want to put himself in the position of 
criticizing officials of the Government of Brazil. In that connection, 
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I would like to call attention to this article which appears in a recent 
edition of Time magazine. I shall ask unanimous consent to include 
this article in the record immediately following Mr. Ziper’s testimony. 

In this article there is some explanation as to why this food has 
not been delivered as it was intended to be. I want to read the 
opening paragraph of the article, which is shocking, should be shock- 
ing, to any American. This is in the issue to which I have referred, 
and this is a quotation: 

“We had nothing to eat but cactus, and after 5 days my mother said she 
could not go on,” called Ernesto da Silva, 17, sitting in a rocky field in the 
drought-burned eastern State of Pernambuco. “She was a widow but not old. 
She laid down by the road and told me to go. A man gave me 40 cents for a day’s 
work. I bought food and hurried back to my mother, but when I got there 
she was dead.” 

Now, it goes on further and points out that 2 million people gnawed 
cactus, dug holes in dry riverbeds for water, or joined a dogged, 
starving march to the sea. 

This is an amazing article, and it seems to me that, if the situation 
in Brazil is as this article indicates, and as Mr. Ziper indicates, this 
Congress and this committee should do something to relieve the situa- 
tion and to find out why the situation was tolerated in the beginning. 

Because, through the legislation reported by this committee, and 
enacted into law, all of our surplus foods were to be made available 
to hungry people wherever they are in the world. All they had to do 
was ask for it. 

You indicate these poor people in the five suffering States of Brazil 
are, perhaps, unwilling, for some reason, to ask for charity or to 
ask ir help, and it may be that, because of illiteracy, they do not 
know that the help is available. 

Someone connected with our Government should make it known 
to these people, if possible, and certainly to the officials of the Brazil- 
ian Government. 

Now, I know Mr. Poage is not trying to get you to answer a question 
that might prove embarrassing to you about these officials, but this 
article in Time magazine is an indictment, of itself, of the official 
handling of the surplus commodities that have gone into Brazil. 

I understand your very purpose in appearing here today is in the 
interest of both your own Government and the Brazilian people who 
are suffering, and you say they are suffering because you know that 
to be a fact, you have been there. 

Mr. Zirer. That is correct. 

Mr. Hacen. Would the gentleman yield? 

_ I think we are assuming something not in evidence here, that there 
is some kind of a welfare program in Brazil involving United States 
foods, or other foods. 

Now, = mentioned rancid milk, sour milk. I am sure the Com- 
modity Credit Corporation has never delivered milk abroad. 

The Cuamman. It could be dried milk. Is it? 

Mr. Zrrer. They have delivered nonfat dry milk powder. 

Mr. Hagen. That is true. But is there any program in Brazil of a 
welfare nature, getting down to the people that involves this 300 mil- 
lion worth of commodities, or do they take that and distribute it 
through the channels of trade? 
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Mr. Zirrer. The wheat is handled by a special commission. Most 
of the commodities, if not all, that are purchased are distributed and 
sold through COFAP, which is a governmental agency. 

Mr. Hagen. Is it operated for a profit, or is it a welfare program? 

Mr. Zrrrr. It tries to stabilize the price. 

Mr. Hagen. In other words, this United States food that we are 
sending down there is not sent down there as part of a welfare program 
except to the extent that they use it to keep down the increases in the 
price of these commodities as they are purchased by the users? 

Mr. Zrrrer. That is correct. 

Mr. Hagen. What you are suggesting is that, rather, we engage, 
with the cooperation of the Brazilian Government in some kind of 
a welfare program. 

Mr. Zirrr. Yes, at present some powerful leaders in Brazil are 
contemplating negotiations with Russia. 

Brazil has not traded with Russia. Brazil feels that while America 
on the one hand says “do not deal with Russia,” certain companies 
have dealt with Russia. And they feel that in their present deplor: od 
financial situation they should think of how they can best effect 
solution to their own problem. 

My purpose in being here is to call attention to the serious danger 
of losing prestige and favor with the people of Brazil. 

In my opinion Public Law 480 could serve as a powerful implement 
to bring butte goodwill, if applied more effectively. I fel that the 
people of Brazil are not informed of the contributions of our people. 
Of what value is it to us in our bid to gain lasting goodwill, the 
granting of $300 million or $3 billion, on a government- to- government 
basis, unless the people of the recipient country are informed as to 
the nature and purpose of our grant ? 

What happens when there is a sudden unexpected change in gov- 
ernment leadership‘ What return do we get for our huge outlays? 
What have we offered to the Brazilian people to counteract anti- 
American propaganda ? 

We have an excelient opportunity to show the people of Brazil 
our interest in their welfare. We have Cruzeiros in Brazil, derived 
from the sales of agricultural surplus commodities, which we can use 
to build projects directly benefiting the people of Brazil. Schools, 
hospitals, prefabricated homes; these are material things which they 
will know as coming from America. Their need of them is great and 
so would be their gratitude. 

Mr. Hacen. I am not quarreling with you. 

Mr. Zirer. I am not, either. 

Mr. Hagen. But there is no showing here that this $300 million 
of goods was used in a donation program. Maybe that is what you 
are saying it should be, and I am going to agree with you. But have 
you ever presented your ideas to the State Department and to Presi- 
dent Eisenhower and his people that make up policy down there? 

Mr. Zirer. Oh, no. 

Mr. Hagen. I think you should, really. 

Mr. Zirer. I apprecii 

The Cuatrman. He is presenting it here in this committee in the 
hope that this committee will present it to the Congress, to the State 
Department, and to the President, too. He is just a businessman, 








288 EXTEND PUBLIC LAW 480 


Now may I ask—if you do not mind, Mr. Hagen? 

Mr. Hacen. No. 

The Cuatrman. What about the rate of exchange? I have a sug- 
gestion here that Brazil has not picked up 700,000 tons of wheat for 
1958 under the International Wheat Agreement. Now, there may be 
some good reason why Brazil has not picked up that 700,000 tons of 
wheat, but what is the currency situation now 4 

Mr. Zrrer. Brazil has a multiple currency situation. Its official 
rate is 18.82. 

The Cuarrman. 18.82 to the dollar? 

Mr. Ziver. Yes, sir. 

The Cuarrman. What is the prevailing rate ? 

Mr. Zirer. When I left it was 140. 

The Cuamman. What? 

Mr. Zirer. 140 when I left. 

The Cuairman. 140 to the dollar? 

Mr. Ziver. Yes, sir. 

The Cuarrman. What would that cost the Brazilian housewife to 
buy a pound of butter? 

Mr. Zreer. She would be unable to buy butter. 

Everything is tied to the dollar. A Cadillac in Brazil is $25,000. 

The CuHarrman. What 

Mr. Zirer. A Cadillac, in Brazil, costs $25,000. 

It is true this is not the fault of people here, but nevertheless, every- 
thing that is expensive is tied to the American dollar. 

The Cuairman. Do you mean then that it is not even possible for 
an ordinary family in Brazil, certainly in certain parts of Brazil, 
to buy butter, if it is made available to them, because of the high 
exchange rate? 

Mr. Zirer. That is correct. 

The Cuarrman. So what you are saying to us, if I understand it, is 
that we should start now, quickly, to give food to starving people i in 
Brazil. 

Mr. Zrrer. Yes, sir. 

The Cuarrman. And we should do it in such a way that the people 
who receive it will know where it came from and know it is a gift) 

Mr. Zirer. Yes, sir. 

Mr. Gatuines. Mr. Chairman, he went further, too, now. He came 
up with a suggestion that if we went in there with an airlift, or some 
similar method of delivering this food, something that rings out, that 
it might get just a little bit of attention from the people who are 
really needing that food. 

Mr. Zirer. Yes, sir, Brazil made much of the fact that we sent air- 
planes to the Caribbean area when Vice President Nixon was in Vene- 
zuela. The same people made the comment “would it not have been 
a nice gesture if we used planes to transport food to our starving 
neighbors.” 

I am positive had the United States created an airlift to supply 
food to the starving people of Brazil, in this hour of crisis, the news 
would have traveled quickly, Peru would have known about it, Argen- 
tina would have known about it, Venezuela would have known about 
it, and the reception might have been a lot different. Brazil is the 
largest country in South America, it is not completely undeveloped. 
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It has a tremendous potential—every kind of raw material. And yet, 
the country, because of its dependence on the export of coffee, cocoa, 
and cotton to a large extent, finds itself with no dollars on hand. 

The cruzeiro has risen from 60 to 70 to 140 cruzeiros per United 
States dollars. Now with that kind of increase you can understand 
the danger facing the country. 

Mr. Gatruines. Don’t you think the people resent America by vir- 
tue of the fact that they are starving and need this food and they 
say “well now, that nation has the food and we are not getting it.” 
Do they resent us for having a commodity available? 

Mr. Zier. No, I think the biggest resentment comes from the fact 
that at every instance they have shown their loyalty to America. 
They are a wonderful people, the Brazilians, very fine people. They 
resent the fact that so much aid has been given to Europe and else- 
where and in comparison so little to them. When the First World War 
was declared, as well as the Second World War, they were on our side, 
they sent troops, they gave us bases all over Brazil. When there 
was a shortage of rubber, we went to them. They got along well with 
our soldiers. Today they look back and their opinion seems to be 
that we have helped those who were our enemies far more than those 
who were our friends. ‘They feel one way to get immediate help is 
to present the picture that there is a threat of communism. 

The Cuairman. Mr. Ziper, I certainly appreciate your appearing 
before the committee and giving us this information about the dis- 
tressing situation in Brazil. I think now that I will probably call 
a meeting of the full committee for next Wednesday morning, at 
which time we will invite someone from the State Department to 
testify, and someone from the Foreign Agricultur ‘al Service to testify. 
We shall in the meantime, communicate with someone from the Bra- 
zilian Embassy for the purpose of discussing the situation at that 
level. 

The Cuarrman. It is so late now I think we will conclude the hear- 
ing for the day and adjourn subject to call. Is there someone here 
from the State Department ? 

Mr. Ernest. Siracusa ? 

Mr. Srracusa. Yes, sir. 

The CuarrmMan. Will you be available Wednesday morning if we 
arrange a meeting of the committee ? 

Mr. Srracusa. Yes, sir. 

I think from what I have heard, Mr. Chairman, that I could clarify 
the situation rather quickly now for you if you have just a few mo- 
ments. 

The CHatrrman. You mean the Brazilian situation? 

Mr. Srracusa. Yes, sir, regarding the drought in the Recife area 
and some of the things which have been said by the witness. 

Mr. Cuarrman. If the committee will stay for a few minutes, we 
shall be glad to hear you now. 

Thank you, Mr. Ziper. 

We shall call Mr. Siracusa. 
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STATEMENT OF ERNEST V. SIRACUSA, OFFICER IN CHARGE OF 
BRAZILIAN AFFAIRS, STATE DEPARTMENT 


Mr. Smacusa. Mr. Chairman, I am the officer in charge of the 
Brazilian affairs in the State Department. 

The Cuairman. All right, sir, do you wish to comment on this news 
article in the Time Magazine and on Mr. Ziper’s statement ? 

Srracusa. Mr. eles I was called about a half hour 
ago—— 

The Cuarman. I know. 

Mr. Srracusa. And asked to come. 

The Carman. I apologize for calling you so late, but we had dif- 
ficulties here and we have been interrupted by roll calls. 

Mr. Srracusa. I merely want to say I have not come prepared with 
a statement to make, nor would I think it proper to discuss in a broad 
general way many of the comments which were made by the witness. 

But I think that I might clarify for you some of the situation re- 
garding the drought in the northeastern area of Brazil, which I un- 
derstand was the primary purpose for the witness coming here to 
speak to the committee. 

We have been aware of this situation in the Department of State 
for some time. We have had reports from our Embassy in Rio de 
Janeiro and from the American consulate in Recife. 

We received just 2 or 3 days ago a very detailed report from the 
consulate in Recife on this situation. I could, if you wish, run 
through it briefly to give you some idea of the magnitude of the 
situation there. 

Let me say this much, however, I can confirm what the witness said, 
that there is a near-disaster situation in that area of Brazil, due to a 
very serious drought. This is not an uncommon situation. Almost 
every year that area in Brazil is visited by drought, but this year 
it is much more serious than usual, 

Now regarding the possibility of United States aid, our Ambassa- 
dor in Rio de Janeiro, being aware of this situation, has discussed it 
with the foreign office of Brazil and has reported to the Department 
of State. In cooperation with the International Cooperation Ad- 
ministration, we instructed the Ambassador some time ago that we 
are prepared to enter immediately into a title II relief program for 
this area, involving dried milk, which was indicated to be the com- 
modity most needed. We have given consideration to airlifting some 
of this material to Brazil if it is required. We have also taken steps 
to assist the voluntary relief associations which have been operating 
in Brazil; the United Nations Committee for the UNICEF—it is a 
feeding program for children around the world—the United Catholic 
Welfare Association and others which have programs in Brazil. The 
UNICEF, as a matter of fact, has a great quantity of dried milk 
already in Brazil, and some of that is now moving to the drought area 
in increasing quantity. 

At the initiative of our Ambassador in Brazil, several weeks ago 
United States Air Force, which had a large transport aircraft in 
Brazil, participated with the Brazilian Air Force in airlifting food 
stuffs, emergency food stuffs, to the drought area. 

The CuarrMan. Several weeks ago? 
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Mr. Srracusa. Yes, sir. So far we have not received a formal 
request from the Brazilian Government for the aid of this Gov- 
ernment. As soon as such a request is received, I have every confi- 
dence that we can very quickly assist in prov iding milk, and possibly 
other human food stuff for relief in that area. 

Now some comment has been made about the existing Public Law 
480 agreement with Brazil. We have signed two such agreements 
with Brazil. In 1955 there was one involving about $40 million 
worth of wheat. That agreement is concluded. In the summer of 
1956 we signed | a 3-year agreement with Brazil providing for ship- 
ment of 1,800, 000 tons of wheat to that country. The perfor mance 
under that agreement the first year has been accomplished. 

We are now discussing—as a matter of fact, when I was called 
by the committee today, I was in discussions with the Minister 
Counselor of the Brazilian Embassy regarding certain problems which 
have arisen in connection with the second year of shipment. I believe 
this is the 700,000 tons of wheat of which you spoke during your 
discussion with the witness. I have every confidence that within a 
very short time these problems will be solved so that shipments of 
this wheat, for which the Brazilian Government will pay in cruzeiros, 
may go forward. This wheat is sold under title I of Public Law 
480 and it is not distributed through relief channels; it enters into 
regular channels of commercial trade in Brazil. 

The Cuamman. How much has gone into Brazil for relief pur- 
poses, anything at all? 

Mr. Srracusa. No, sir, there has been nothing, that is on the part 
of the United States Government so far because the Brazilian Govern- 
ment has not yet requested our assistance. 

The Cramman. You heard the testimony of Mr. Ziper which 
indicated there was some reluctance on the part of the people in 
Brazil to make such a request, and that perhaps the starving people 
in the five northern states were not even aware of the availability 
of these surplus commodities ? 

Mr. Srracusa. Mr. Chairman, the witness made reference, I be- 
lieve, to a direct request which the governor of one of the states had 
addressed to our Ambassador. The Ambassador indicated that the 
proper channel for the request would be through the National Gov- 
ernment of Brazil, that he could not enter into | arrangements with a 
governor of a State for this purpose. 

The CuarrmMan. You mean the President of Brazil cannot deal 
with a governor of Brazil like the President of the United States 
deals with the governors of our 48 States? 

Mr. Srracusa. The President can, but our Ambassador could not 
enter into an arrangement with the governor of a state for a program. 
We are in communication with the foreign office on this problem, and 
actually we are awaiting a request. We understand it is in prepara- 
tion. 

The Cuarrman. Well, here while you are waiting, according to this 
article in Time magazine—I do not suppose you will argue this paper 
is not sometimes reputable, although at other times it may be dis- 
reputable—here is an article which says that 2 million people are 
gnawing cactus plants. 

Mr. Srracusa. Mr. Chairman, the Brazilian Government is actually 
undertaking on its own a quite extensive relief program in the area, 
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There is apparently no shortage of general foodstuffs, or cereals, 
and other things in Brazil to meet this need, and the Brazilian Gov- 
ernment is moving such commodities to that area and is undertaking 
work projects so ‘that the afllicted people can earn wages whereby 
they can buy this food. 

The Cuairman. Here is a boy working for 40 cents a day, accord- 
ing to this, while his mother was dying of starvation. 

Mr. Srracusa. That is the prevailing wage in the area, sir. 

The Cuarrman. Forty cents a day will not buy much food, will it? 

I am getting away from the buying proposition, Iam concerned 
about the idea that there are 2 million veople gnawing on cactus 
plants and digging holes in dry riverbeds trying to find water to 
subsist on, and yet our warehouses are bulging with food, and we 
wait and wait and wait. 

Mr. Srracusa. Well, sir, I do not know of any way in which we can 
actually send this food on our own 

The CHarrmMan. You said something about having an airplane 
down there. What kind of plane did you have, and what did the 
plane do? 

Mr. Smracusa. This was an Air Force plane which 

The Cuarrman. Did what? 

Mr. Srracusa. It participated with the Brazilian Air Force in air- 
lifting Brazilian relief supplies from other areas in Brazil to the 
afflicted area. This was a voluntary act on the part of the Embassy 
to afford more transportation to them, as a gesture. 

The CuHatirMAan. You mean they have not asked 

Mr. Srracusa. It was a very large Air Force transport plane which 
happened to be in the area on some other mission, and the arrange- 
ments were made for it to assist the Brazilian Government. 

The CHatrman. To what extent did it assist, with one flight or 
more than one flight? 

Mr. Srracusa. Sir. I am not certain about that. I believe it made 
several flights. I think I could verify it if I had 

The Cuatrman. Do you not think that if you were to communicate, 
and you are certainly in a position to do so in the State Department, 
directly with the President of Brazil, and tell him that we have, by 
congressional act, made foodstuffs available to hungry people in Bra- 
zil, and that we have prepared to deliver vital foods to the suffering 
people of Brazil, and that we could try to expedite a shipment by a 
plane if necessary, that the response would be favorable and the food 
would go ont and starvation would be prevented, and we would make 
good will for our own Government? 

Mr. Srracusa. We are very anxious to do so, Mr. Chairman, and 
we have informed the Brazilian Government of our willingness to 
assist them. And we are awaiting their request. We understand they 
are working on it. 

Mr. Garutnes. Mr. Siracusa, when was that done, how long ago? 

Mr. Stracusa. May I consult these, sir? 

On April 30, we instructed our Embassy to inform the Government 
that upon receipt of information from them a title II drought relief 
program involving dried milk and other human foods would be 
possible. 

The CuatrrmMan. Have you ever had an answer to that ? 

Mr. Smacusa. We have not had a request as a result of it, sir. 
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The CuarrmMan. Well if there is any reluctance from the State De- 

artment on sending a telegram to the President, I will send one. 

do not mind sending one. I will send him a telegram and tell him 
what the law provides and tell him the food is here. It seems to me 
that is the job of the State Department or the Foreign Agriculture 
Service. 

Mr. Srracusa. Mr. Chairman, I have a telegram here which I would 
have to paraphrase, but the substance of it I would like to make avail- 
able to you. 

The CHarrman, All right. 

Mr. Srracusa. The Embassy is informed that the Foreign Office, 
under instructions of the President, and with his knowle« lee is pre- 
paring to coordinate a request for assistance from the U nited States 
involving dried milk. 

So the President is aware of our willingness, sir, his Government 
is aware of it. 

The Cuatrman. Why are you limiting it to dry milk when you have 
corn and you have butter and you have wheat ? 

Mr. Srracusa. There apparently is no need for other commodities. 
With regard to wheat, there are very adequate quantities available to 
Brazil under the existing Public Law 480 agreement. 

The Cuamman. You have had Public Law 480 agreements since 
1956, have you? 

Mr. Srracusa. Sir, that was a 3-year agreement in which shipments 
were to be made each year for 3 years. ‘It is split into 3 years, ship- 
ments of 1,800,000 tons over 3 years. 

Mr. Hagen. Will the gentleman yield ? 

You have stated there is no shortage of these foods in the country of 

Brazil, but the question is not one of the physical availability of 
roods but who is going to provide it, donate it, who is going to 
Temata the foods when there may be some reluctance on the part of 
the Brazilian Government to enter a cost-donation program? We 
have the same problem in this country; there may have been under- 
nourished people in California, and I am sure down in North Caro- 
lina. Government foods are available here, but some of the county 
supervisors are just reluctant to donate the food because they feel 
if the people are getting a handout they will not work, and there are 
considerations like that. 

Now you are saying, in effect, we cannot force the Brazilian Govern- 
ment into a position “where they have to accept a donation from this 
country ¢ 

Mr. Siracusa. Our information, sir, is that they have for the most 
part in stocks in Brazil or avail: able to them by which they can easily 
obtain sufficient cereals and most basic foodstuffs. What the Brazil- 

ian Government itself has already taken action in this area to finance, 

this is the national Government as well as the state governments, 
are public-work programs to employ the people in the area so that 
they may buy these foods which the Government is shipping to that 
area. So it will be available for them. This is their method of ¢ arry- 
ing out this relief, not just to hand it out, but to finance work pro- 
grams so that the people may purchase it. 

The Cuarrman. May I interrupt you? You say making it avail- 
able for these people to ‘buy a 

Mr. Srracusa. Yes, sir. 
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The Crarman. In this article it says that the people, many of 
them, have never slept in a bed, never had enough to eat, and they 
never attended shar I assume they are not able to earn enough to 
buy the food. Here is one story of a boy working for 40 cents a day, 
while his mother was starving and finally did starve to death. 

Now I think the Congress intended, we intended when we passed 
the law, to make food available free of charge. That is what Mr. 
Ziper is here about. He is not talking about selling something to 
them. He is talking about giving it to them—give it to them in a 
dramatic fashion so that everyone there will know that “here comes 
the American plane laden with vital food.” 

Mr. Srracusa. This is what we intend, sir. As I mentioned, the pro- 
gram which we contemplate is under title II of Public Law 480, which 
is relief to be given away to the people. This would not be sold. 

The Cuamrman. You wire them and say you can send them flour, 
cornmeal, butter, milk, and all the foodstuffs that we have in storage, 
and we will be glad to fly it in, and I cannot imagine their refusing 
to accept it. 

I conclude by saying that I think this article in Time magazine, and 
this hearing here today, would be the finest sort of Communist propa- 
ganda. All they would have to do is pick it up and show it to the 
people of the world: here is great, rich America, with bulging ware- 
houses of food, permitting 2 million people south of the border to 
gnaw cactus plants rather than carry the food to them. I do not see 
how we can sit idly by and say we are going to wait and operate in 
routine fashion, through State Department channels, and be technical 
about to whom the message is addressed. 

It looks to me as if Mr. Dulles could communicate with the Presi- 
dent, or you could communicate with someone who could communi- 
cate with the President, and tell him that we are concerned over the 
fact that there is suffering in certain parts of Brazil, and offer our 
assistance. Now if we do not act, probably the time will come soon 
when you will not even be able to go to Brazil, much less Mr. Nixon, 
much less the members of this committee. I tell you, with the anti- 
feeling in Brazil now, as a Member of Congress representing in some 
official capacity this Government, I would not feel that I would be 
welcome in Brazil. 

Mr. Srracusa. Mr. Chairman, I mentioned that we are prepared to 
offer dried milk, because that is what we were told was the need. We 
also said, as I read from this message, dried milk and other human 
foods under title II, which is relief to be given away, not to be sold, 
and these supplies when they are sent, are sent properly marked and 
packaged to identify that they come as a gift from the American 
people. We are awaiting a request to do this. And we are con- 
templating the possibility of airlifting so that the people will see 
where this comes from. 

The CuarrmMan. Could you send a message by cable to the Brazilian 
Government and ask for a reply to that telegram, and have it here by 
Wednesday ? 

Mr. Srracusa. Sir, we communicate with the Brazilian Govern- 
ment either through their Embassy here or through our Embassy 
there, and we have done so. 

The Cuatrman. All right. Off the record. 

(Discussion off the record.) 
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The Cuarrman. We shall adjourn this meeting now, and I will 
arrange to have the meeting Wednesday morning ‘with the full com- 
mittee. At that time some other members might want you to come 
back and conclude your testimony because we have only a few mem- 
bers here this afternoon for the reason that we have an unusual 
parliamentary situation in the House. 

tWithenP on the hearing was adjourned at 5: 05 p.m 

Without objection by the chairman, the following letters and 
telegram are inserted in the record :) 


HOUSE OF REPRESENTATIVES, 
Washington, D. C., May 23, 1958. 
The Honorable Harotp Coo.Ley, 
Chairman, Committee on Agriculture, 
House of Representatives, 
House Office Building. 

HELLO CONGRESSMAN COOLEY: Your committee will soon be taking action on 
the proposed extension of Public Law 480. It is sincerely hoped that you will 
see fit to report favorably on a 2-year extension of the act. 

The problem of our surpluses has been one of the most vexing we have. 
Although Public Law 480 hasn’t been the complete answer, it certainly has been 
a definite aid in moving commodities into friendly nations abroad where the 
need is great for the products we have in abundance. The accumulation of 
surpluses has started the downward trend and the movements under Public 
Law 480 can take a good share of the credit. 

Since 60 percent of the exports were for dollars last year, we have funds 
for our agencies in these countries, plus money to loan back to the countries to 
further their economic develo.:ment. Under the barter provisions, we have been 
able to exchange our surplus commodities for strategic materials. Under title 
[II, we can make donations for emergency relief which have been most helpful 
in alleviating suffering in other countries. 

It is my firm conviction that this type of program goes a long way toward 
winning more friends for the United States than most anything else that we 
do. It definitely coincides with the objectives of our foreign policy and should 
be continued. 

Until our agricultural program can be put on a more realistic basis for 
achieving a better balance of supply and demand, I feel that Public Law 480 
provides an effective means of dealing with the surpluses that plague us. 

I respectfully urge the committee to give favorable attention to the extension 
of this measure. 

Sincerely yours, 
CONGRESSMAN FRED SCHWENGEL. 


MICHIGAN FARM BUREAU, 
Lansing, Mich., May 9, 1958. 
Hon. Haroip D. Coo.ey, 
Chairman, House Committee on Agriculture, 
Washington, D.C. 

Dear Mr. Coorey: As your committee considers the extension of the Agri- 
cultural Trade Development and Assistance Act, which is well known to our 
members as Public Law 480, we would like to have the statement of Michigan 
Farm Bureau available for use by your committee members. 

At the last annual convention of the Michigan Farm Bureau, more than 700 
voting delegates considered and approved the following resolution : 

“We endorse the Agricultural Trade Development Act, Public Law 480, to 
make possible a temporary program to expand the sale of agricultural products 
and surplus supplies to countries with dollar shortages. 

“The Public Law 480 program helps to increase farm exports by: 

‘“‘(1) Making possible sales of farm products in addition to the normal dollar 
sales ; 

“(2) Establishing private trade channels for sales of farm products which 
could be continued with dollar sales after the termination of the program; and 

“(3) Using part of the currency received from such sales to develop new 
markets or expand old markets for farm products. 
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“We urge that the administration of this act be held in strict conformity to 
these objectives, and that it be discontinued when no longer needed.” 

These delegates, representing more than 70,000 Michigan farm families, acted 
in the knowledge that this program should be considered as an additional outlet 
pes agricultural commodities, not as a program to replace normal trade opera- 

ons. 

We believe that the use of Public Law 480 funds should not be extended to 
cover manufactured goods, as was included in the Senate version. This might 
open the door to almost unlimited extensions into subsidized trade. 

We appreciate the opportunity to present our point of view on this matter. 

Sincerely, 
DAN E. REED, Associate Legislative Counsel. 





MASSACHUSETTS FARM BUREAU FEDERATION, INC., 
Waltham, Mass., May 12, 1958. 
Representative Harotp D. Coorry, 
House of Representatives Office Building, 
Washington, D.C. 


DEAR REPRESENTATIVE CooLEy: Since Massachusetts does not have a member 
on your House Agricultural Committee, I am taking the opportunity through you 
to express our position in favor of S. 3420 which is the extension of the agricul- 
tural trade development and assistance act (P. L. 480). 

I know your committee will be considering this legislation some time in the 
near future and we are quite concerned about the measure since in recent years 
it has meant the export of poultry and dairy products as well as tobacco all of 
which are substantial agricultural industries here. 

We know that if these exports are discontinued, many millions of acres of 
cropland would, of course, have to be taken out of the production of these ex- 
ported items and undoubtedly this land would be shifted to the production of 
other commodities, such as more dairy, fruits and vegetables or poultry and poul- 
try products and this would put our farmers in a very hazardous position since 
our State’s agricultural industry is made up primarily of dairy and poultry 
farmers. 

Of course another factor which mustn’t be overlooked is that this reciprocal 
trade act has created much good will with some of our overseas neighbors and 
undoubtedly has improved our Nation’s security. We respectfully urge your 
committee’s support of this measure (S. 3420). 

Very truly yours, 
JOHN McMASTER, Commodity Director. 


RHODE ISLAND ASSOCIATION OF FARMERS, INC., 
Saunderstown, R.I., May 13, 1958. 
Congressman HArROoLp D. CooLey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN CooLey: The Rhode Island Association of Farmers, Inc., 
would like to go on record as favoring the extension of Public Law 480, the 
Agricultural Trade Development and Assistance Act. 

It is our understanding that this law was enacted as an emergency measure to 
dispose of agricultural surpluses in such a way to bring benefits to our country. 
This objective is a good one and a great deal of exports have moved under this act 
and therefore we support the extension for 2 years of Public Law 480 only as a 
temporary measure in the hope that future markets may be developed on a 
dollar basis. 

We urge that your Committee on Agriculture report favorably on this act. 
Thank you for your consideration. 

Sincerely yours, 


DEAN C. Smitru, Executive Secretary. 
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New HAMPSHIRE FARM BUREAU FEDERATION, 
Concord, N. H., May 13, 1958. 
Hon. Haron D. Coo.ey, 
Chairman, House Agriculture Committee, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN CooLey: This letter is written relative to S. 3420, exten- 
sion of the Agricultural Trade Development Act (Public Law 480). 

We would like to state that the New Hampshire Farm Bureau Federation 
concurs fully with the position of the American Farm Bureau Federation relative 
to S. 3420. The position of the American Farm Bureau was presented to you 
by Mr. Lynn and others. 

We consider Public Law 480 to be a temporary act. The continued sale for 
foreign currency only will place American agriculture in a position where it can’t 
make the desired volume of sales in any other way. 

We would like to point out also that section 6 of S. 3420, in line 6, which was 
a Senate amendment, including “products manufactured from upland or long- 
staple cotton” is something that we would think was never considered as logically 
a part of Public Law 480 when it was enacted originally, and we cannot see how 
such wording is now justified in the act. 


Very truly yours, 
ALFRED L. FRENCH, Managing Director. 


AMERICAN ASSOCIATION OF UNIVERSITY PROFESSORS, 
SYRACUSE UNIVERSITY CHAPTER, 
May 15, 1958. 
Hon. Haroip D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D.C. 

DEAR REPRESENTATIVE CooLey: The following resolutions were passed by the 
executive committee of the Syracuse University Chapter of the American Associ- 
ation of University Professors on May 14, 1958: 

“Resolved, That the Syracuse University Chapter of the American Association 
of University Professors through its executive committee warmly supports the 
bill called H. R. 11906 (85th Cong., 2d sess., referred to the House Committee on 
Agriculture), to amend the Agricultural Trade Development and Assistance Act 
to permit use of counterpart funds derived from sale of surplus agricultural com- 
modities abroad, for abstracting, translating, and acquiring significant scholarly 
works. Our university faculties are greatly interested in having such material 
available in this country. 

“Resolved, That copies of this resolution be sent to the sponsor of the bill, 
Representative John Dingell; to the chairman of the House Committee on Agri- 
culture, Harold D. Cooley; to Senator Irving M. Ives, Senator Jacob Javits, 
Representative R. Walter Riehlman.” 

Sincerely yours, 
FLORENCE R. VAN HOESEN, Secretary. 


SYRACUSE UNIVERSITY, 
COLLEGE OF LIBERAL ARTS, 
Syracuse, N. Y., May 23, 1958. 
Hon. Harotp D. CooLey, 
House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN COooLey: At its regular May meeting the faculty of the 
College of Liberal Arts at Syracuse University unanimously adopted the resolu- 
tion transcribed below and sent to you herewith for your information. 

“Resolution adopted by the faculty of the College of Liberal Arts, Syracuse 
University, May 12, 1958: 

“Resolved, That the College of Liberal Arts of Syracuse University strongly 
recommends the enactment of a bill recently introduced in the House of Repre- 
sentatives (H. R. 11906, 85th Cong., 2d sess., referred to the House Committee 
on Agriculture), to amend the Agricultural Trade Development and Assistance 
Act to permit the use of counterpart funds derived from sale of surplus agricul- 
tural commodities abroad, for abstracting, translating, and acquiring significant 
foreign scholarly works. 
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“This project would provide access to foreign scholarship, literature, historical 
documents, and creative works hitherto insufficiently known in this country and 
inaccessible to most American scholars—especially from nations of Eastern 
Europe, Asia, Africa, and Latin America—and would enrich our own cultural 


resources tremendously. Use of these foreign currency credits, now inconvert- 


ible into the United States dollars, for scientific, educational, and spiritual 
imports may be of incalculable benefit to the United States and to our future 
relations with the countries concerned. We urge the Congress to enact this 
legislation, or suitable legislation to this purpose, and to make the resulting 
publications and other materials accessible to university libraries and whatever 
other centers of study can best serve the American public and scholarly com- 


munity. 


“Resolved, That copies of this resolution be placed at the disposal of the senate 
of this university and the administrators of our institution; that copies be sent 
to the sponsor of the bill, Representative John Dingell, to the chairman of the 
House Committee on Agriculture, to Senators Jacob Javits and Irving Ives, and 


to Representative R. Walter Riehlman.” 
Sincerely yours, 


Pror. WINTHROP H. RIcr, 
Secretary of the Faculty, College of Liberal Arts. 


WYOMING FARM BUREAU FEDERATION, 
Laramie, Wyo., May 24, 1958. 


Hon. Haroitp D. Coorey, 
Chairman, House Agriculture Committee, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN CooLrey: I notice that the Senate has passed S. 3420, pro- 
viding for a 2-year extension of the Agricultural Trade Development and Assist- 


ance Act (Public Law 480) and has sent it to the House. 


This letter is to inform you that the Wyoming Farm Bureau Federation is 


in complete agreement with the testimony recently given by the American Farm 
Bureau in regard to the extension of the act and the recommendations they made 


thereto. 


I would like to reemphasize the fact that we sincely hope that Public Law 
480 will not become a permanent measure for disposing of surplus commodities. 
In our opinion, the long-run effect of a program like this would be very harmful 
to agriculture. I sincerely urge you to consider reducing the provisions of the 


Senate bill to an authorization of $1,250 million for fiscal 1959 and then a reduc- 


tion in fiscal 1960 to $750 million. 


It occurs to me that only by the limitations of funds provided by the Congress 
will we keep Public Law 480 as a temporary program with eventual elimination 


of the program. 


The last point I wish to leave with you is on the amendment passed by the 
Senate which makes cotton manufactured goods eligible for sale under Public 
Law 480. This has very serious implications because it gives rise to the question 
as to whether or not other processed agricultural products should not also have 
an opportunity to be sold under the provisions of the act. One needs to reflect 
only a minute to think of quite a group of manufactured products, which origi- 
nally came from agricultural production, that could rightfully come and ask 
inclusion under the provisions of this program should we allow the cotton 


amendment to stand. 


I would apreciate very much your reaction to these recommendations. I sin- 


cerely hope that they will be favorable. 
Sincerely yours, 


JOHN C. CLay, Executive Secretary. 


GREENSBORO, N. C., May 21, 1598. 


Hon. Harowp D. Cooter, 
Chairman of the House Committee on Agriculture, 
House Office Building, Washington, D. C. 


The North Carolina State Grange favors the extension of Public Law 480 for 
at least a 2-year period so that the administration of the act can be planned and 
implemented on a more efficient and effective basis. We hope that Congress 
will emphasize the market-development features of the program. 


We also rec- 
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ommend that the Secretary of the Agriculture be given broad powers to enter 
into barter arrangements in moving surplus agricultural products and we hope 
that Congress will provide sufficient authorizations to assure the full use of 
Public Law 480 in an efficient manner. 
Harry B. CALDWELL, 
Master, North Carolina State Granae 


JUNE 5, 1958. 
Hon. HArotp D. Coo.ry, 
Chairman, The House Committee on Agriculture, 
Room 255 Old House Office Building, Washington, D. C. 


My Dear Mr. CooLey: Thank you for your courtesy in giving me the oppor- 
tunity to talk with you yesterday and for your understanding of the situation 
concerned. 

Letters to you from the heads of several of the voluntary agencies in support 
of the renewal of provisions of Public Law 480 relating to the donation of sur- 
pluses for overseas relief are on their way and should be received in your 
office by the time this arrives. 

As per your suggestion, a short list of comments for possible inclusion in the 
committee’s report on the new bill has been sent to Miss Downey. A copy of 
this is enclosed. 

I hope that the letters and comments relating to our conversation yesterday 
will be of assistance to you and to the members of your committee. 

If there is anything at all that the agencies or the American Council of 
Voluntary Agencies for Foreign Service, Inc., can do to be of help to you in 
anyway, please advise me immediately. I can be readily reached by telephone 
(collect) at Spring 7-6300 in New York City. 

Very sincerely yours, 
G. E. BLAcKForp. 


SUGGESTIONS FOR COMMENTS IN COMMITTEE REPORT ON NEW Pusiic Law 480 
LEGISLATION 


1. Definitions of intent as to application of provisions of titles 


It has been the understanding of the voluntary agencies that title II was 
designed for emergency applications of relief in cases of famine, disaster or 
other extraordinary events. 

A definitive statement concerning this would be constructive and would 
parallel similar statements in Senate committee prints. 


2. Application of processing authority in title III 


This authority has been used to date only to process wheat and corn into 
flour and meal. Broader and perhaps more imaginative application of this 
authority could be made, e. g., obtaining oil form commodities in abundant 
supply. 

At the present time commodities available for foreign distribution consist 
of the following: Powdered milk, cheese, grains, flour and meal. Oils and fats 
are basic dietary needs and are unavailable and greatly needed. 

Butter oil and protein meal plus water (roughly one-third each) result from 
the processing of cheese. The oil and the meal can be used in many areas where 
cheese distribution is impractical. 

Savings on ocean freight costs (no water) and lower storage costs (throug 
greater disposal) would slightly exceed processing costs. 

Similarly corn yields oil, cornstarch and syrup, diet items greatly needed to 
balance overseas feeding programs. 


3. Wider Use of Surplus Among Needy Students in Overseas Institutions of 
Higher Education 

Surpluses are not now available for feeding programs in institutions of 
higher education abroad, largely because in America college and university stu- 
dents are not classified as needy, this fact being as a yardstick in deter- 
mining administrative criteria for overseas program approvals. 

This is unrealistic in application overseas where thousands—unemployable 
for lack of opportunity—seek to improve themselves by higher education. These 
institutions training leaders of tomorrow—of vast importance to the free 
world—should have easy access to relief provisions. 


26363—58—_—20 
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Agricultural Trade Development and Assistance Act of 1954 


WEDNESDAY, MAY 28, 1958 


Houses or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee reconvened pursuant to adjournment at 10:20 a. m., 
in room 1310, New House Office Building, Hon. Harold D. Cooley 
(chairman) presiding. 

The Cuarrman. The committee will be in order. 

Mr. Snow, will you come around, please. 

Will you identify yourself, tell us what your official title is. 


STATEMENT OF WILLIAM P. SNOW, DEPUTY ASSISTANT SECRE- 
TARY OF STATE FOR INTER-AMERICAN AFFAIRS 


Mr. Snow. My name is William P. Snow. I am Deputy Assistant 
Secretary of State for Inter-American Affairs. 

The Cuamman. Mr. Snow, we have under consideration the exten- 
sion of Public Law 480, under which we have been making surplus 
agricultural commodities available to people in different parts of the 
world. 

A few days ago a very deplorable situation in Brazil was brought 
to the attention of the committee by a gentleman from New York 
who had been in Brazil for a few months. He told us that the people 
of Brazil were in great need and that in five states of Brazil the 
people were starving to death. The same day he appeared before 
the committee there appeared an article in Time magazine. 

Have you seen that article? 

Mr. Snow. No, sir; I have not read that. 

The Cuarrman. It indicated that there were 2 million people in 
Brazil who were desperately in need of food, that they were sucking 
cactus plants to stay alive. Apparently, there were few people who 
had died from starvation. 

It occurred to me that since we have this food, and it is available, 
we could do something to see if we could share the food with them 
and do it as expeditiously as possible. 

If you can tell us anything about the situation in Brazil we shall 
be glad to hear it. 

Mr. Snow. Mr. Chairman, I think my colleague, Mr. Siracusa, last 
Thursday gave some testimony on this subject, in the course of which 
he brought out that the area in northeast Brazil which is affected by 
this drought has a recurrent condition each year. It varies in severity, 
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but even on the average there is a condition there each year in the dry 
season which verges on a serious drought It causes people to leave 
the area for part of the year, to move about in it, and so it is in a sense 
an old story, although it reaches peaks in certain years. It is not 
possible to estimate at the beginning of the dry season how bad it is 
going to be. 

From my observation of the incoming messages from our consulates 
and our Embassy in Brazil, we began to become aware of the seriousness 
of this year’s drought in the latter part of March. Although it was 
not at that time certain of course how long it was going to last or how 
severe it would be. 

On the 11th of April our Ambassador and other officials of the 
Embassy spoke with the top authorities of the Brazilian Government 
about the drought. They expressed their own personal concern and 
asked if there was any way in which we could help. Part of the 
answer given was that the President of Brazil himself was not only 
aware of the condition, but that he was going to visit the area per- 
sonally to see for himself what the conditions were. I understand he 
did this just a few days after the April 11 conversation. 

And it was left with our officials that when he had made his appraisal] 
he and his government would then be in a position to tell us what if 
anything we might do to help. 

When he returned—shortly after his return—we were informed that 
the greatest need that we might supply would be under title IIT for the 
time being. One thousand tons of powdered milk were involved which 
the National Catholic Welfare Council desired to distribute. 

And so the first request made of us and the only one so far, was to 
expedite in every possible way the shipment through the National 
Catholic Welfare Council the 1,000 tons of milk. We promptly did 
that. 

Those consignments are due to arrive in port right at the drought 
area within the next few days. 

The possibility of a title II grant of emergency assistance was, also, 
discussed at various times during the months of April and May with 
the authorities of the Brazilian Government. 

I can assure you that they are fully aware of the possibilities under 
title IT. 

So far they have not requested us to give title II assistance. 

I am told that there are ample or, at least adequate supplies of all of 
the basic foods in the Republic of Brazil now. The difficulties experi- 
enced by the Government in remedying the severe conditions are in 
the realm of transportation, which is not widespread in that relatively 
undeveloped area in distribution facilities which except in the com- 
mercial sense are not easy to create in a hurry. And then of course, 
the problem of internal financing. 

The Government has taken definite steps financially and in terms 
of organizing distribution to relieve the distress. 

I was on the telephone with our Embassy just this morning be- 
fore I came here, as well as having received a telegram yesterday from 
our Embassy giving the latest estimate of the situation. 

The May 26 message, Mr. Chairman, states in effect that the 
Brazilian Government’s relief to the area together with the assist- 
ance now being provided under title III, that I have mentioned, and 
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the enlarged program of the UNICEF, appears sufficient at the 
present time. 

We have organized a committee in our Embassy that has been 
standing by for some 6 weeks, headed by an expert in Public Law 
480 procedure, Mr. Tyson, of the ICA, and they have been ready every 
day for any further requests that the Brazilian Government might 
care to make. 

So I suggest that we have been fully apprised of the situation. 

We have even taken the initiative in the beginning in bringin 
to the attention of the Brazilian authorities the assistance ik 
might be available to them. They have formed their own judgment 
as to what assistance they should ask for. 

The Cuatrman. Mr. Snow, you stated that the Department of 
State has been aware of this situation and has been standing by, 
ready to receive requests for food. If I understand correctly, no 
request has been submitted for food under title II of Public Law 480? 

Mr. Snow. That is correct. 

The Cuarrman. Have you received an answer to the telegram about 
milk, sent April 28? To whom was that telegram sent ? 

Mr. Snow. On milk specifically ¢ 

The CuarrMan. Yes. 

Mr. Snow. Do you refer to the National Catholic Welfare milk? 

The CHatrman. No; you sent a telegram on April 28. We were 
told the other day that referred to powdered milk. Have you re- 
ceived an answer to that? 

Mr. Snow. We were told by the Brazilian authorities that the only 
aid they could envision at that time, over and beyond the 1,000 tons, 
might be an additional 100 tons of powdered milk under title II. That 
has been discussed, but they have not made a request for it. 

The Cuaiman. To whom was the telegram of April 28 addressed ? 

Mr. Snow. All our telegrams go to the same place. They go to the 
Embassy. 

The Cuarrman. Tothe Ambassador? 

Mr. Snow. They go to the Embassy. Those of major import- 
ance would automatically come across his desk the first thing in the 
morning. Whether they come from the ICA mission or the State 
Department. 

The CuatrrMan. Have you had any correspondence or any answer 
to that telegram of the 28th from anybody ? 

Mr. Snow. We had 4 or 5 messages since that time indicating 
there had been conversations, further conversations with the Brazilian 
authorities, but they had not at the time that these messages were 
sent made a request under title IT. 

The Cuatrman. If I understand it you are not in a position to 
determine the needs because they have not advised you as to the 
needs. Is that it? 

Mr. Snow. They have not requested any further assistance than the 
1,000 tons. 

The Cuatrman. That has not been delivered ? 

Mr. Snow. That is on the water now. They should arrive in 
Fortaleza, a port right at the drouth area within the next few days. 

The Cuatrman. In the drouth area. According to the information 
we have, they do not even have water to drink. Powdered milk would 
not be of great value, would it? 
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Mr. Snow. Powdered milk without any water would certainly not 


The Crarrman. I am advised that you had not seen the article in 
Time magazine. It certainly is a shocking article. I assume 
that it is accurate because we had a witness here, and in addition to 
that I talked to a member of the Brazilian Parliament, a gentleman 
here on official business, and he agrees that the situation is just as it 
has been described. 

All of your dealings are on a government-to-government basis? 

Mr. Snow. Yes, sir; all of our official dealings. 

The Cuarrman. You do not handle any of the shipments of food 
in any way, do you, it is all done through other services ? 

Mr. Snow. Well, the ICA mission and the Foreign Agricul- 
tural Service do process the shipment, yes. 

The Cuarrman. In other words, the only food that has gone there 
has gone under title III? 

Mr. Snow. In regard to this emergency, yes. 

The Cuamman. Who was it who specified the need for powdered 
milk? Was that some Catholic organization or some Government 
official ? 

Mr. Snow. As I recall, the adviser to the President on emergency 
relief told one of our officers that it appeared to him at that time that 
100 tons of additional powdered milk might be the extent of their 
needs under title IT. 

The Cuarrman. So there is no further request. 

Mr. Snow. No. 

The Cuatrman. Under any section of the law? 

Mr. Snow. That is correct, so far as I know. 

The CuHatrman. Could you give us any additional information 
contained in the telegrams and the messages that you have received 
from our officials in Brazil? 

Mr. Snow. In what sense, Mr. Chairman? 

The CHarrman. As to the need. 

Mr. Snow. The latest I have is the message of May 26, which 
states that there have been recent scattering showers throughout the 
area, which have been of great assistance in reducing the human 
suffering, but not enough so far to produce crops of subsistence foods 
at the usual level or of livestock forage at the usual level. Assistance 
will probably be needed through October and November when the 
normal rains occur. The Government has still not indicated any 
desire to request a Public Law 480 program of assistance. The final 
word in this is that the Brazilian Government’s own relief plus the 
National Catholic Welfare’s 1,000 tons of milk, plus the enlarged 
UNICEF program have seemed sufficient. That was the estimate of 
Embassy. 

The Cuarrman. That was May what? 

Mr. Snow. May 26. 

The CuHarrMan. May 26? 

Mr. Snow. Yes, sir. 

The Cuarrman. You said a moment ago that you had a team stand- 
ing by in Rio for 6 weeks? 

r. Snow. That is right. 

The Cuatrman. The only thing that it has been able to give you 

is the information that you have given us, that they needed help? 
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Mr. Snow. The team was standing by in the event a title IT request 
came forward. They wanted to be able to act on it immediately and 
that is why the committee was standing by. 

Mr. Anruso. Mr. Snow, are you in charge of South American 
affairs? 

Mr. Snow. No, sir; Mr. Rubottom is in charge and I am his deputy. 

Mr. Anruso. You are his deputy ¢ 

Mr. Snow. Yes. 

Mr. Anruso. Can you tell us what the trouble was in Peru and 
Venezuela ? 

Mr. Snow. In connection with the Vice President’s visit ? 

Mr. Anruso. Yes, sir. 

Mr. Snow. I couldn’t do it in a few words. 

Mr. Anrvuso. Tell us what Peru was complaining about so far as our 
relationship with it and what was Venezuela complaining about? 
What have we not done in those two countries that we should have 
done? 

Mr. Snow. The focus of the Peruvian complaint had reference to 
the fall in the price of copper and to the fall in the market for copper, 
coupled with indications from Washington that action might be taken 
to restore the previous tariff rate on copper and possibly in other 
ways to restrict the importation of copper. That is one of the chief 
obstacles in the minds of many Peruvians. 

They are, also, affected by the lead-zinc markets to a lesser degree. 
They are a mining country. 

The action being actively discussed in Washington over the past 
several years concerning lead and zinc has caused them concern. Those 
are two of the definite elements. 

Mr. Anrvso. That is Peru? 

Mr. Snow. That is Peru. 

Mr. Anruso. Are those some of the things that we import through 
our barter program under Public Law 480? 

Mr. Snow. Those are normal commercial imports, Mr. Anfuso. 

Mr. Anruso. Some of those are, also acquired through barter, are 
they not? 

Mr. Snow. I would doubt those two metals were, because they flow 
through normal trade, commercial trade channels. 

Mr. Anruso. What was the trouble in Venezuela—what are they 
complaining about ? 

Mr. Snow. The complaint involved, first, the matter of petroleum, 
the recent steps taken by our Government under the auspices of the 
Government to consider a restriction in petroleum imports has caused 
concern in Venezuela. 

There has also been a change—an abrupt change—of government 
in Venezuela which took place on the 23d of January this year. A 
completely new regime has been installed. 

The new Government and many of its supporters have been dis- 
turbed because two members of the former regime came to the United 
States, the former President, and the former Chief of the Security 
Police. The second man has left the United States now. I under- 
stand from the press that he is in Europe in Zurich. 

The President is still in the United States. 

Those are two of the subjects that have come up. 








306 EXTEND PUBLIC LAW 480 


Mr. Anrvuso. Do you feel that Public Law 480 is sufficiently known 
in South America as it should be? 

Mr. Snow. I can only give a personal estimate on that. I be- 
lieve it is sufficiently known to those who are in a position to take 
action under it. In other words, I believe that the officials of the Latin 
American governments, especially those in the departments of agricul- 
ture and in the foreign office, are well aware of the three titles of the 
law and what it can do. In fact, they are so well aware that some of 
them have been very critical of it. They have claimed that it inter- 
fered with their normal marketing. 

Mr. Anruso. The reason I say that is because I know from the 
Ambassador from Haiti there was a change of government there, too. 
There was recently a member of the Parliament who came here, a 
Senator from Haiti, who is, also Minister of Agriculture, and he 
seems to know very little about the law. I though I would give you 
that for your information. 

Mr. Snow. The Minister of Agriculture just recently here ? 

Mr. Anrusos Yes. 

Mr. Snow. I met him. 

Mr. Anruso. Did you meet him ? 

Mr. Snow. Yes. 

Mr. Anrvuso. Thank you very much. 

Mr. Poacr. You say that one of the complaints of the Venezuelans 
was that we were talking of limiting our imports of oil ? 

Mr. Snow. Yes, sir. 

Mr. Poace. How are imports of Venezuelan oil running right 
now as compared with, say a year ago? 

Mr. Snow. The voluntary restriction applied as you know to crude 
oil. I have not seen the exact figures on those imports of any recent 
date, Mr. Poage. But my impression would be that they have been 
affected very little by the voluntary program. 

Mr. Poage. What I am asking you is, Is it a fact that we are actually 
importing substantially more oil right now than we were a few years 
ago, that is, of Venezuelan oil ? 

Mr. Snow. I don’t have the figures. 

Mr. Anruso. You don’t have to have any figures. I just asked you 
if it was not a fact that we were importing substantially more Venezue- 
lan oil than we were a few years ago ? 

Mr. Snow. Of all categories or just crude oil ? 

Mr. Anruso. Well, of all kinds of oil. They sell oil don’t they? 
And if it is oil, it brings money into Venezuela; doesn’t it? 

Mr. Snow. Yes. 

Mr. Anruso. And we are bringing more of their products into the 
United States than we ever did in history; aren’t we? 

Mr. Snow. I believe we are, but I dont know whether I could 
support the word “substantial.” 

Mr. Anrvuso. We all know that—it is a matter of common know]l- 
edge—everybody knows it, that we are. 

Mr. Snow. In large quantities? 

Mr. Anrvso. In large quantities—all of which is putting money 
into Venezuelan pockets, isn’t that right ? 

Mr. Snow. That is right. 
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Mr. Anruso. In other words, on Venezuelan trade we are spend- 
ing more money into Venezuela than at any time of a like period of 
history. 

Mr. Hinz. At the very same time we are cutting all of the oil-well 
production in Texas and Colorado and other States at least 60 
percent. 

Mr. Poage. Yes. 

Mr. Hinz. We have done that voluntaril 

Mr. Poages. I think it is rather an unfair implication to say that 
the Venezuelan trouble came about through that. On the contrary, 
we are buying more than we ever bought. 

Mr. Snow. The issue is as much psychological as it is anything else. 
It is their feeling—they have a feeling about it which we can show 
is not nearly as serious as they believe it is—but I was replying to Mr. 
Anfuso about what was in the Venezuelan mind. 

The Cuatrman. Getting back to this other subject for a minute. 
What information do you have from Brazil that would indicate that 
the anti-American feeling is very intense in that country at the 
moment ¢ 

Mr. Snow. There is a certain degree of feeling among the people 
in Brazil who have strong nationalistic feelings and this feeling is 
played u upon by the Communist element. 

The Cuarrman. Our information indicated that the feeling was 
so intense and so general that about 98 percent of the people of 
Brazil disliked Americans. I received this information from one 
official of the Government of Brazil who said there were at least 80 
percent who disliked Americans. 

Mr. Snow. Those are much higher figures than any I have heard. 

The Cuarrman. It is difficult for me to understand why starving 
people would not ask for food. You said we have had no official 
request for food, have you any explanation for that? What is your 
opinion about it? 

Mr. Snow. My own opinion is that the Brazilian Government has 
made its own decision in the matter. 

The CuatrMan. They what? 

Mr. Snow. Made its own decision about how much assistance is 
needed. 

The Cuatrman. Off the record for a minute. 

(Discussion off the record.) 

The Cuatrman. If there is anything that we can do to get the food 
down there it seems to me we should do it. 

Mr. Horven. How much of our taxpayers money have we appropri- 
ated for Brazil in the last 10 years? 

Mr. Snow. There have been large-scale bank loans, Mr. Hoeven, 
somewhat over $1 billion, but that is a different matter than pouring 
in grant assistance. We assume and have every reason to believe that 
those loans will be repaid. 

As for the grant assistance there has been some military aid. I 
do not have the figures at present. 

In keeping with our hemisphere defense arrangement with Brazil 
and other Latin-American countries. 

Mr. Hoeven. Mr. Poage and myself, as members of the Foreign 
Operations Subcommittee, went to Brazil in October 1956. While we 
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were there an agreement was signed for the sale of some $41 million 

of our agricultural commodities under Public Law 480. Everybody 

seemed to feel very happy about it. Perhaps we have arrived at the 

ola we must again conclude that money simply does not buy 
riends. 

My contacts with Brazil at the diplomatic level, and with our agri- 
cultural attachés and the Minister of Agriculture were apubbieadiy. 
They seemed to welcome us with open arms. That was the impres- 
sion I got. I wondered what happened in the meantime? 

Mr. Snow. I don’t think there on been any radical change. 

Mr. Stmprson. Mr. Snow, do you know whether or not any other 
country of the world is shipping foodstuff to Brazil on a similar 
basis, just waiting by ? 

Mr. Snow. The only instance of that that comes to my attention, 
Mr. Simpson, is a consignment of food made to UNICEF. 

Mr. Stmpson. Made to what? 

Mr. Snow. The United Nations Children’s Emergency fund, by 
the Canadians. 

Mr. Suwrson. By Canada through the United Nations? 

Mr. Snow. Yes. 

Mr. Srovpson. Has that been recent ? 

Mr. Snow. Yes, recent. 

Mr. Srimarvson. What type of food is that, if I may ask? 

Mr. Snow. Might I confer with my colleague on that? That was 
dried milk. 

Mr. Srwrson. They seem to go for dried milk ? 

Mr. Snow. The reason is that they have everything else in the 
country. The main subsistence foods in that drought area consist 
of corn, beans, jerked beef. 

Mr. Stmprson. Then why are they suffering ? 

Mr. Snow. The main reason I think is the difficulty in distribution 
and transportation. 

Mr. Stmpson. If I understand the picture right, you cannot force 
food on Brazil? 

Mr. Snow. No, sir; we cannot do that. 

Mr. Simpson. It has to be through a request from the Government? 

Mr. Snow. That is correct. 

Mr. Srpson. We have had no such request ? 

Mr. Snow. We have had no such request? 

Mr. Srupson. Do you think that we have in our surpluses the type 
and kind of foods that they would want in their diet? What we have 
to dispose of in surplus, is it desirable to them ? 

Mr. Snow. The only indication they have given brings us back 
to the one commodity we have discussed, namely the milk. They have 
the other foods there. 

Mr. Stmpson. They can’t be starving to death then? 

Mr. Snow. The foods are not in the right place, but they are in 
the Republic of Brazil. 

Mr. Stmpson. You mean geographically they exist ? 

Mr. Snow. That seems to be one of the main problems. 

Mr. Srwpson. Has there been a request to set up a transportation 
system ; have you had such a request ? 

Mr. Snow. No, sir; we have not. 

Mr. Stueson. That is all. 
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The Cuarrman. I understand Mr. John Davis recently made a study 
of the situation in Brazil and has filed a report with the United States 
Department of Agriculture. Are you familiar with that report? 


STATEMENT OF RAYMOND IOANES, DEPUTY ADMINISTRATOR, 
FOREIGN AGRICULTURAL SERVICE, UNITED STATES DEPART- 
MENT OF AGRICULTURE 


Mr. Ioanrs. I am familiar with the report but not in detail. 

The Cuarrman,. Will you call the Department and have a copy of 
it sent to us? 

Mr. Ioanezs. Sir, that report has not yet been released. 

The Cuamman. What? 

Mr. loangs. That report has not yet been released. 

The CuarrMan. Get it released so that we may see it. 

Mr. Ioanes. I will be glad to check into the matter. 

The Cuarrman. Wasn’t it made some time ago 

Mr. Ioanes. The report was written some time ago; yes, sir. 

The Cuarrman. Who was the report filed with ? 

Mr. Ioanes. It was filed with us and with the State Department. 

The CHarrman. With you and the State Department ? 

Mr. Ioanes. Yes. 

The CuHarrman. Officials of our Government in both departments 
know about the contents of Mr. Davis’ report ? 

Mr. Ioanes. Yes, sir. 

Mr. Poager. Is there something in that report that Congress is not 
supposed to know. 

{r. loanes. That is not the reason. 

Mr. Poace. Then what is the reason ? 

Mr. Ioanes. The report is a frank appraisal of some of the economic 
problems that Brazil faces. 

Mr. Poace. We have to appropriate the money. Without havin 
that frank appraisal, can we do an intelligent ‘ob of appropriation % 

Mr. Ioanes. No. 

Mr. Poacr. Why can’t we have it ? 

The CuHarrman. That is what we are trying to get, a frank ap- 
praisal of the economic condition in Brazil. They do not have dried 
milk. They have plenty of other food, we are told. 

We do not need to send dried milk to starving people out in the 
desert who do not have water. 

Mr. Ioanes. I will be glad to check to see if that report could be 
made available. 

The Cuarrman. I wish you would do that while we are continuing 
with Mr. Snow. I would like to know what it says. 

Mr. Poace. I wanted to ask you about a general policy that I have 
not been able to understand. I don’t mean to criticize the State 
Department or anybody else about it. You told us, and I think cor- 
rectly, that there were nationalistic feelings in Brazil. I think that 
is true of a great many other countries—feelings that make them 
resent the United States, because they feel that if we advance them 
money through the Export-Import Bank or otherwise, that we ask 
that it be paid back, and we ask that there be some of the usual 
requirements of normal business. Is that what they resent? 

Mr. Snow. No, sir. 
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Mr. Poacr. What is it they resent ? 

Mr. Snow. Well, I suppose they have a psychological situation in 
any developing country that is beginning to become strong, beginning 
to become more conscious of its place in the world. People seem in 
those countries to develop a nationalistic feeling that emphasizes their 
own poverty and inclines to turn them against foreign countries, 
especially large foreign countries nearby. 

r. Poace. Mr. Snow, the point is, they cannot be developed with- 
out capital, can they, outside capital? That is what Brazil needs, 
that is what India needs, that is what Australia needs, that is what 
thousands and millions of people all over the world need, isn’t it? 
They need outside capital to baie them to develop their resources ? 

Mr. Snow. That is right. That is the way we developed. 

Mr. Poace. I understand that. Am I not correct about these coun- 
tries needing outside capital ? 

Mr. Snow. They probably need outside capital as well as domestic 
—_ in order to develop at the rate they wish to develop. 

r. Poage. All right; they must have capital from some source. 
Can we agree on that? Probably they need it. But can you agree 
that they do need capital from outside? 

Mr. Snow. I think they need capital in large amounts in order to 
develop at the rate they wish to develop; yes. 

Mr. Poace. You qualify it to a considerable degree, but basically 
I still think you are agreeing with me that they do need capital, either 
domestic or from foreign sources ? 

Mr. Snow. They need it from both, in my opinion. 

Mr. Poace. All right. They need it from both. They can’t get 
enough from domestic sources, can they ? 

Mr. Snow. I think they cannot. 

Mr. Poage. I think that is right plain. 

Isn’t one of the reasons that it is difficult to get outside capital in 
a great many of these countries the very fact that they will not let 
the earnings on that capital flow freely and give positive assurance 
that the money and the earnings can be returned ? 

Mr. Snow. Mr. Poage, part of the problem of sending out earnings 
is the balance of exchange in any given country at any given time. 

Mr. Poacr. I know it is. But am I not right in saying that is one 
of the major deterrents to the investment of foreign capital not only 
in Brazil but in many other countries ? 

Mr. Snow. You speak now of private foreign capital I take it? 

Mr. Poaae. Yes. 

Mr. Snow. Private investment. No private investor likes to go 
into a foreign area where he feels the element of risk is unduly high, 
either as to the preservation of his initial investment or as to the 
servicing of a reasonable degree of profit. That is right. 

Mr. Poace. When we developed the United States, we developed it 
on foreign capital. We didn’t have the capital at home. 

Mr. Snow. That is right. 

Mr. Poace. I am old enough to know that Texas paid to British 
corporations for that help. Brown Bros. loaned millions of dollars 
all over our country. But nobody ever resented the fact that I know 
of, that those people could take their money back to Great Britain. 
At least, we had not been taught that was one of the things that we 
should resent. Maybe we just were not proud enough to resent it. 
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We were glad to get the money. It built the railroads through our 

country, with very little of American money. Most of it was British. 
They built utilities in our cities. And most of those bonds were 

sold in Europe. They took back the earnings which they made. 

Were we just the victims of our ignorance when we followed the 
policy of saying “Why, you can take back anything you earn in the 
United States” ? 

Did it hurt us, did it make us colonists of Great Britain or France 
or of Holland or any of the other countries that advanced money ? 

Mr. Snow. No, I don’t think it did. 

Mr. Poage. Do you feel that there is anything more than a psycho- 
logical difficulty? I realize the feeling is here but is there any eco- 
nomic justification of a feeling of resentment by these people? 

Mr. Snow. I divide the answer into two parts. 

First, in regard to private investment I can assure you that I my- 
self and many of my colleagues have spent many hours discussing 
private investment very much along the line that you just did, point- 
ing out what private foreign investment did for our country in a 
remarkably short space of time. How we believed that the major 
reliance in foreign countries seeking to develop should be on private 
foreign investment, and apart from public sources such as we have in 
a limited degree. I believe that firmly and I have always espoused it. 

Mr. Poagr. I won’t say the largest earnings, but very substantial 
earnings in Brazil were made by one American cotton firm. Do you 
know how we get those earnings back in the United States? 

Mr. Snow. No, sir. 

Mr. Poace. Do you know who is the biggest coffee merchant in the 
world today ? 

Mr. Snow. Yes. 

Mr. Poace. They went into the coffee business, sold coffee in the 
United States and put their earnings back into the United States 
because they could not ship cotton back into the United States, but 
could ship coffee. By shipping coffee they could get their earnings 
back into the United States. And they are now doing a lot bigger 
coffee business than cotton business in Brazil, but they went into the 
coffee business entirely to get the cotton money back. I am not point- 
ing at Brazil. You can follow it all over the world. There are 
many countries worse than Brazil about it. 

Isn’t that governmental policy strangling the development of the 
undeveloped nations of the world ? 

Mr. Snow. The policy—I beg your pardon ? 

Mr. Poage. The policy of making it difficult, let us say, where some 
deny and some just make it difficult, the policy of making it difficult 
to return earnings on foreign investments. 

Mr. Snow. Well, to the extent that the difficulty is not caused by 
balance of payments, I would certainly like to see every foreign 
country be as reasonable and as liberal as it could in allowing our 
companies to service their obligations and permit a reasonable amount 
of net profit. 

Mr. Poage. Well, when you say “reasonable amount”—take the 
Matador Land & Cattle Co. which at one time owned the biggest 
ranches in the United States—there was never any limitation on the 
amount of earnings that they could send back to Scotland. 

Mr. Snow. I judge there was none. 
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Mr. Poaer. And it did help develop our country, didn’t it? 

Mr. Snow. It certainly did. 

Mr. Poager. All I am trying to say is, why is it that these countries 
do not presently do the same thing? Follow those same practices 
that proved so successful in the development of the United States, 
for the sake of their own development ? 

Mr. Snow. Mr. Poage, we have often discussed this with a number 
of foreign government officials. 

We have taken the position that they ought to keep their major 
capital in private sources of a domestic or foreign nature, and also 
in order to get the maximum amount of private investment in their 
country, they must realize that they should create a climate which 
would instill confidence in the foreign investors. Of course, that is 
just another way of saying what you said to me. 

Mr. Poagr. Yes, I think so. 

Now, I believe that there is just sort of a general feeling, I am 
afraid, all over the country, that the State Department was encourag- 
ing the idea of nationalism, and in fact it seems to me that the Ameri- 
can people as a whole have gone hogwild about trying to set up little 
satellite states—I do not use that term in the sense that the Russians 
do, but smail states that have no possibility of economic sufficiency. 

Of course, when I say that, I realize that Brazil is in an entirely dif- 
ferent situation. It is something like the United States, self-sup- 
porting, but I feel that we can agree that we have encouraged the 
policy in many parts of the world of having these little states which 
cannot possibly maintain a national existence and a separate economy 
and encouraging them to attempt to do so. 

When you establish a country with 3 or 4 million people and they 
try to set themselves up and try to wall themselves up against the rest 
of the world, is it not inevitable that the cost of living goes up there: 

Mr. Snow. If they put up protective barriers. 

Mr. Poace. Well, they all do, do they not? Do you know of any 
small country established since the war that has not resorted to pro- 
tective barriers, and what they call nationalism ? 

Mr. Snow. Well, that is a pretty broad question for me to handle, 
Mr. Poage. 

Mr. Poace. I know it is, but suppose you try by confining it to Cen- 
tral and South America. 

Mr. Snow. Well, there are no new countries there. 

Mr. Poace. Well, do you know of any of the older ones, any of the 
6 republics of Central America, do you know of any of those 6 that 
does not try to maintain a national existence separate and apart from 
everyone else, I mean a national economy ? 

Mr. Snow. They have a national economy, but they are actively 
trying now to get together on that. 

They have a Central American organization that is looking into 
the possibility of a customs union, at least, or of joint economic 
endeavor. 

You must recognize that those countries are not highly industrial- 
ized and you usually find the tariff protection stronger when you have 
manufacturing industries coming along. These countries are not 
yet industrially developed. They are still largely agricultural. 

Mr. Poace. Yes, but every one of them is trying to become indus- 
trialized, is it not ? 
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Mr. Snow. Well, they would like to be as much as they possibly can. 

Mr. Poace. Surely. 

Mr. Snow. Now, if they carry it to excess—the question is whether 
they are going to excess and I am not aware of whether they have. 

Mr. Poage. You do not think they have ? 

Mr. Snow. Not in Central America; no. 

Mr. Poace. Well, what about the nations of the Caribbean region ? 

Mr. Snow. I have not heard much complaint about that. 

Mr. Poace. You don’t know about that. 

Mr. Snow. Well, there are just three independent nations. 

You have Haiti, the Dominican Republic, and Cuba. 

Mr. Poace. You do not think they have gone too far ? 

Mr. Snow. I have not had that impression. 

The Cuarrman. Mr. Anfuso. 

Mr. Anruso. Thank you. I would like to make this observation. I 
was wondering whether, Mr. Snow, you w ould not agree with me when 
I say that the trouble is, and L want to be brutally frank about 
this thing, and I am not trying to blame any single administration, 
but I think that the trouble i is and has been that we have not sent the 
best possible men and missions into these countries. 

By contrast, Russia makes it a business to send to a country ambassa- 
dors, ministers, and missions who are highly skilled in the field of 
propaganda, in the field of selling even what they do not have, but 
they doa good sales job. 

We have miserably failed in selling the United States and what 
it stands for. We have the greatest salesmen in the world when it 
comes to selling a product, but when it comes to selling the American 
people and everything that America stands for, we have miserably 
failed. 

Is that not so; would you not agree with me? And this is not 
because we have not given enough to these countries. We have given 
more than $60 billion overall and yet we are hated, as has been brought 
out here. 

And is that not understandable when we see, for example, an ambas- 
sador being selected just because he may have made a tremendous con- 
tribution to the party and who goes down there without even knowing 
who the ruler of that country was—when we do that, we make a very 
bad mistake. 

We need to sell ourselves to other peoples; do you not agree with 
this, that what we must do is to send to other countries people who are 
qualified and people who know all about the customs of those countries, 
and who make it their business to know the customs and try to sell 
America to them. We have not been sending these kind of people. 
Is that not the trouble ? 

Mr. Snow. Mr. Anfuso, I would like to assure you that I know all 
our 20 ambassadors personally. Some of them are intimate friends, 
and with all of them I am at least well acquainted. I am also in a 
position every day to see aspects of their work. 

And I think, Mr. Anfuso, that if you knew them half as well as I 
do, you would be very proud of them. 

Most of our ambassadors are career men and most of the career men 
have spent a fair share of their lives in Latin America. And those 
who do not happen to be career men, and I can name them to you, and 
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I know them well, I think they are outstanding Americans doing a 
peach of a job, and I do not hesitate to say so. 

Mr. Anruso. Well, this one particular ambassador that I spoke of 
was not to South America, you know, but I am just saying that as a 
sean proposition, that we should send men to these countries not 

cause of a contribution that they make to a political party, but be- 
cause of their qualifications. 

Mr. Snow. Sir, I do not know what contributions, if any, various 
of these people have made, but I just can tell you that the ambassadors 
that we have in that area are men that you would be proud to know. 

Mr. Poace (presiding). Mr. Simpson. 

Mr. Stmpson. Pursuing a little further the subject about going into 
the coffee business and cotton money going out of Brazil, I would just 
like to ask if there was such a thing as a conflict of interest when Will 
Clayton was Under Secretary of State. 

Mr. Snow. I did not know Mr. Will Clayton personally, but he had 
the highest reputation for integrity by everybody who knew him. 

Mr. Srmpson. Then he was Assistant Secretary of State during 
World War II when there was this business about getting into the 
coffee business to get the cotton money out of Brazil 

Mr. Poaer. If the gentleman will yield, I may say that I think you 
are wrong about the date, I believe Mr. Fleming was the head of 
Anderson-Clayton Co., at that time. Mr. Clayton was no longer in 
charge of the company. 

Mr. Simpson. It was about 1945, and I think that he was Under 
Secretary of State. 

The Cuarrman. Mr. Johnson. 

Mr. Jounson. Thank you. Have you had any complaints about 
cheap labor in those countries that we have been talking about? I 
think that it has been inferred that some American businesses go 
down there because they can get cheaper labor there ? 

Mr. Snow. Are you speaking of the current situation, Mr. Johnson ? 

Mr. JOHNSON. com talking about an American company that may 
set up business in Central America or South America because of the 
cheap labor. What do you hear about that? Are they paying good 
wages, or what is the situation there ? 

Mr. Snow. Well, the countries I am familiar with, the countries 
that I actually visit; namely Peru, Costa Rica and Mexico, they leave 
no room for complaint that I am aware of. 

Mr. Jounson. You have not noticed that there was this inference ? 

Mr. Snow. Well, Mr. Johnson, for example, these companies are up 
against the problem that I remember hearing a lot about, that is, that 
they might be willing and able to pay a higher wage by quite a margin 
than other people pay in that country for the same kind of work; but 
if they went very far in that direction then they would be in trouble 
in no time. 

I have been told that by American businessmen. And they do have 
to pay some attention to the prevailing rate of wages, and salaries; 
otherwise they are in difficulty with all of their competitors and other 
people in business and industry. 

Mr. Jounson. Thank you. 

The Cuarrman. Mr. Hoeven. 

Mr. Hoeven. Thank you, Mr. Chairman. 
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Coming back to the question of the caliber of the men who are sent 
down to these countries as Ambassadors and attachés, may I make an 
observation ¢ 

When I was down there, I had contact with our Ambassadors and 
our agricultural attachés. I was impressed by the fact that each and 
every one of the agricultural attachés in South America is doing a 
bangup job for America. 

I do want to pay a tribute to our agricultural attachés. They are 
real salesmen for American agriculture. They are not only trying to 
find markets for American goods, but they are also selling America to 
our neighbors to the south of us. 

Mr. Anruso. Will you yield? 

Mr. Horven. Yes. 

Mr. Anruso. I was not talking about South America in particular. 
If you heard me say that or thought you did, that was not my inten- 
tion, to take any particular area. 

As a matter of fact, I have never had the pleasure of being in South 
America, but I just made a general observation to the effect that the 
Russians make it ‘a point to send propaganda experts as part of their 
missions who try to reach the people. 

We may have the best agricultural experts, and we may have the 
most intelligent Ambassadors and Embassy staff, but the idea is to 
get to the grassroots, to get at the people. 

There is some reason Ywhy they hate us. It is not that we have not 
given enough, because, as ‘T say, we have given something like $60 
billion, and yet still we are very ‘disliked. 

That was a general proposition that I threw out and I say that we 
ought to do something ‘ about it. 

I feel that our missions and our ambassadorial staffs and our Em- 
bassies must be filled with men and women who can sell America. 

We have not sold America to them, and nobody on this committee 
can convince me that we have properly sold America abroad; that 
does not apply to South America alone. 

Mr. Snow. Mr. Anfuso, just this morning I put in a telephone call 
for Ambassador Briggs in Rio in order to confer with him before 
I came here. 

I found that he was not in the city because, ever since he has been 
Ambassador there, he has made it a special point to visit every 
single state in the Republic of Brazil, and he has been all over the 
country and he has just completed that program. That is the reason 
he was not there, he was out among the Brazilian people, and he has 
been doing that throughout that country, instead of staying just in 
Rio. 

And he has, furthermore, learned to speak Portuguese, as well as 
being very fluent in Spanish. I know from the det riled reports that 
he sends in about his trips that he talks with the people in all walks 
of life throughout the country, and I know that is what you believe 
he should be doing. 

Mr. AnFuso. Exactly, and as I said, and—I am willing to be cor- 
rected if I am wrong—but would you say that the people that we 
attached to our embassies in all of South America know the language 
fluently, would you say that they know Spanish fluently so that they 
‘an write and read it, can you say that ? 
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Mr. Snow. I think I can give you many examples. For example, 
the Ambassador to Bolivia. When the Vice President came to Mexico 
in 1955 he addressed the combined Senate and House of Mexico and 
he spoke in English. Our present Ambassador to Bolivia, Mr. Bon- 
sal, was there with him. Ktter the Vice President had spoken for 
about 20 minutes without interruption, then the Ambassador repeated 
his speech in perfect Spanish, from listening to the Vice President. 

Mr. Anruso. And would you say that applies to all of the 21 Latin 
American countries ? 

Mr. Snow. In the 20 countries—well, all our men who have served 
in the area before, they are good or perfect, ranging all the way from 

ood to practically perfect, as in the case of that Ambassador in 
flexico. 

Of the men who have not served there before, naturally you cannot 
expect a degree of fluency. But you will find that every ambassador 
takes Spanish lessons every day. 

Mr. Anruso. You mean he takes it while he is in the country ? 

Mr. Snow. Yes. 

Mr. Anrvuso. Well, and I say that the Russians when they go in 
there know all about the language, and I am saying that it is not just 
the Ambassador, but anybody connected with the mission must know 
that language and he must know not only the language, but the customs 
of that country as well, unless they know the language and the cus- 
toms of the country, they are not going to get very far with those 
people. 

Mr. Snow, I might observe that recently I proposed a Pan-Amer- 
ican Parliamentary Association, the initials of which spell out the 
word “PAPA,” which is like being the good neighbor, with the idea 
that it would be approaching the situation from a parliamentary basis 
and that we would have members of the parliament from those coun- 
tries and from this country meet with members of the parliaments 
of these 21 countries and discuss their economic situations on a people 
to-people basis. 

Do you think that the State Department would go for a thing of 
that kind? 

Mr. Snow. I do not know. 

Mr. Anrvuso. Do you think it is worthy of study ? 

Mr. Snow. I think it is a very interesting idea. 

Mr. Anruso. I would be glad to send you a copy of that. 

Mr. Snow. I would be glad to have it. 

The Cuarrman. Mr. McIntire. 

Mr. McIntire. I would like to say, Mr. Snow, I was very much 
interested in your comments relative to Ambassador Briggs because 
I happen to come from Maine. 

Mr. Snow. Sodol. 

Mr. McIntire. I beg your pardon ? 

Mr. Snow. I come from there. 

Mr. McIntire. Well, thank you, that is just fine. 

When I was in Bolivia in 1956 I met Ambassador Sparks, He is 
now in Venezuela. He is a fine, able representative of our country. 

I want to join with Mr. Hoeven in his comments relative to 
these folks that we have down there in the South American area. 

Mr. Snow. Thank you, Congressman. 

The CuatrMan. Mr. Dixon. 
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Mr. Drxon. Mr. Snow, the other body has passed a liberalized ver- 
sion of Public Law 480 which with regard to foreign currencies pro- 
vides for the exchange of farm people, technicians, experts, and such 
things. Would you favor that liberalization in our present bill ? 

Mr. Snow. Mr. Dixon, I am not familiar with the details of the 
testimony on the Public Law 480 bill. I had not realized frankly that 
provision was being put in. 

Mr. Dixon. We have, as I understand it, a 2-year contract with 
Brazil under section 1, foreign currency. One year of that contract 
has expired. Is there anything in our contract that would prohibit 
us from helping Brazil under section 2 or section 3 ? 

Mr. Snow. No, sir. 

Mr. Dixon. Nothing at all? 

Mr. Snow. Nothing. 

Mr. Dixon. Nothing that would prejudice our giving them help 
under section 2 or section 3? 

Mr. Snow. Well, I think the contract that you referred to, Mr. 
Dixon, involves wheat, and I suppose that they provide an ample sup- 
ply of wheat without further consideration even to be given to title IT 
or title ILL with regard to wheat. But with any other commodity I 
would suppose that it would fit pretty well under title IT. 

Mr. Dixon. But there is nothing that would prejudice that ? 

Mr. Snow. Not as far as I am aware. 

Mr. Drxon. Thank you. 

The Cuairman. Mr. Teague. 

Mr. Treacur. Thank you, Mr. Chairman. 

Following up on the observation of Mr. Anfuso concerning the 
people we sent to South America, I see one man in the room here whom, 
I know and who is from the Department of State and who has spent 
many years in Latin America. He speaks Spanish very fluently. 

Furthermore, I spent 2 weeks in Mexico last fall with our Am- 
bassador, Robert Hill. He was rapidly perfecting his Spanish and 
he had a fairly good knowledge before he went down there. Further- 
more, he gets out all over Mexico, and he meets all types of people. 

Mr. Anruso. I am glad to hear that. Now, I hope that I have made 
myself clear. I was not criticizing any single administration, but I 
will tell you right now that if I were to make a study, as I said, and 
I have not been to South America, but if 1 were to have a survey made 
of the conditions in each one of the 21 countries down there, I am 
willing to make the statement right here and now that a majority of 
the people connected with our missions do not know the language. 

Mr. Tracue. I doubt if that is true in Mexico. 

The Cuarrman. Let us return to the subject. 

Are there any other questions / 

Mr. Hagen. 

Mr. Hacen. I have one question. I understand there is a serious 
drought condition in Brazil, and I understand that the people in that 
drought-stricken area are in great suffering and I understand the 
Brazilian Government is engaged in a program of moving those people 
out of the area. Do you know whether or not that is correct? 

Mr. Snow. Congressman, I read a report which indicated that these 
people started moving by themselves in groups. Sometimes a group 
was of as many. as 500 people or more. 
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They first moved to the nearest town or settlement nearby, seeking 
relief there. And then they are in the hands of the local authorities 
for whatever further help they may be able to give either in terms of 
relief or ” 

Mr. Hagen. My question really is, Is the Federal Government of 
Brazil undertaking a program of moving those people out of this 
area ? 

Mr. Snow. Mr. Hagen, I have no knowledge of any program to 
resettle those people permanently in some other area. — 

Mr, Hagen. Well, do you know of any reason why the Brazilian 
Government should be reluctant to accept an offer of aid coming 
from the President of the United States in connection with its current 
problem ? 

Mr. Snow. I have no knowledge of any particular reason. 

Mr. Hagen. The indication is that they have not requested it, and I 
was wondering why a request has not been made, if this is such a 
problem down there. 

Mr. Snow. I am afraid I cannot give any helpful answer to that. 

The Cuatrman. Thank you very much, Mr. Snow. 

Mr. Snow. Thank you. 





STATEMENT OF RAYMOND B. IOANES, DEPUTY ADMINISTRATOR, 
FOREIGN AGRICULTURAL SERVICE, DEPARTMENT OF AGRICUL- 
TURE—(Resumed) 


The CuarrMman,. Mr. Ioanes, will be come around, please ? 

Now, I understand that your study of the bill was a study that you 
made at the request of the State Department in cooperation with 
Agriculture ? 

r. Ioanes. No; if that was the impression, I left the incorrect 
impression. 

The Cuatrman. Well, I do not say that you left any impression ; 
but I received that impression myself. 

Now, it is filed with the State Department? 

Mr. Ioanzs. The report was filed with both departments. 

The CxHatrman. Both departments know about the situation in 
Brazil, then. 

Mr. Snow, will you make that available to us? 

Mr. Snow. Just a moment, I do not know the status of the report. 

The Cuarrman. Is there anyone here who has that report? 

Mr. Snow. Perhaps Mr. Siracusa. 

The Cuarrman. What about it, Mr. Siracusa? 

Mr. Srracusa. I have not seen it. 

The Cuatrman. You have not seen it. 

Mr. Srracusa. No, sir. 

The Carman. Well, was not that report filed some months ago? 

Mr. Srracusa. I was on other business and I did not see the report. 

The Cratrman. Now, Mr. Ioanes, I suppose you have read the 
article in Time magazine and there was another article in Life-—have 
you read this article? 

Mr. Ioanes. No, sir. 

The Cuarrman. We were prompted to ask you to come here for 
the purpose of discussing the situation of Brazil, which appears to 
this committee to be a very tragic situation. According to this 
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article there are 2 or 3 million people who are facing starvation in a 
dry and hot area, and they have no food and are dying by the dozens. 

Have you received any information from our agricultural attaché 
or any other official of the Government, our Government in Brazil, 
whether these reports are true or false ? 

Mr. Ioanes. Mr. Chairman, there is a serious drought situation in 
northeast Brazil that affects five states. 

The population in that area is a little under 10 million and possibly 
20 percent of the population is suffering from the drought. 

The Crairman. You say possibly 20 percent 

Mr. Ioanrs. Yes, sir, I mean in a serious way. This is an area, 
as Mr. Snow has said, which suffers periodically from drought, but 
this, from the reports we have had from the Embassy and from our 
agricultural attaché, this one is the most serious that this area has 
had in a number of years. 

Our agricultural attaché has made 2 or 3 visits to the area and he 
has been one of the chief participants in the report that has come 
back not only to us, but to other departments of Government. 

Mr. Poagr. Did he go out and cover that area? 

Mr. Ioanes. I could not say that, but he did get out into the field. 

That was a mission that went down, composed of the Department 
of Agriculture personnel and John Davis and they made this study 
during the summer of 1957, and their report was probably completed 
by September or October of that year. 

The Cuarrman. That is our most recent report ¢ 

Mr. Ioanes. No—— 

The Cuamman. Well, coming back to this actual situation, we are 
faced with a surplus food supply and we have starving people just 
south of us. Have you had any communication with anyone there 
about that condition / 

Mr. Ioanes. You are speaking of me in the sense of the Depart- 
ment of Agriculture ? 

The CHarrmMan. Yes. 

Mr. Ioanes. Yes, sir, there has been a series of communications as 
the problem has emerged, and these have been communications be- 
tween the Embassy down there and the State Department, the Depart- 
ment of Agriculture, and the ICA, and there have been many dis- 
patches back and forth discussing this problem. 

The Cuarrman. Well, in no communication has any official of the 
Brazilian Government requested aid from us ? 

Mr. Ioanrs. The only instance that has come to my attention, and 
we have looked into this pretty carefully, is the example of the non- 
fat dry milk solids that were sent down by the National Catholic 
Welfare Council. That was the 1,000 tons that Mr. Snow referred 
to. Except for that one request which was endorsed by the Bra- 
zilian Government, there has been no other requests. 

The Cuarmman. In other words, no request has come for the do- 
nation of food ? 

Mr. Ioaners. That is right. 

The Crarrman. Well, in the event that a request is received, are 
you in a position to act promptly on it? 

Mr. Ioanes. Yes, sir. 

The Cuamman. The thing that struck me is that if you are going 
to do anything about it you should not just stand by and be ready, but 
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offer to do it. What would be wrong protocolwise in asking them 


if they need it, if they want it? 

Mr. Ioanzs. I think that has been done. 

The Cuarrman. How was that? 

Mr. Ioanes. I think, dating back at least 6 weeks and perhaps 
longer, exactly this message has been put to the Brazilians by the 
Embassy as the result of dispatches back and forth. 

The Cuarrman. And still, no request for food and shelter. 

Mr. Ioanzs. Except for this one action, which has been taken on 
the notfat dry milk solids. 

And I can understand, Mr. Chairman, your concern about this 
situation. 

I have just come back from a trip to 11 countries of the world 
where American surpluses are doing a good job. 

The one thing that you get to know in a hurry is that all of the 
programs that you have have to be worked out on a basis that is 
mutually acceptable to the foreign government as well as to the 
United States, and I see that in the countries that I have visited, 
which were in southern Europe, some countries in the Near East, 
India, Pakistan, and on up into Japan, in most of those countries, 
our surpluses are being used. 

The people of those countries know where they are coming from, 
and I think the programs are working in such a way that they bring 
credit not only to you gentlemen, but to the Department of State and 
the Department of Agriculture and the whole Government. 

I think what we have in this Brazilian situation is a case where 
the Government itself must make a difficult decision. This is an 
area somewhat isolated in terms of commercial transportation. There 
are stocks of rice, for example, and dried meat, and some of the grains 
in Brazil, and if some quick way could be found to move the supplies 
by Brazil itself, the problem could be met and the Government, as 
Mr. Snow has testified, the Brazilian Government is taking action to 
try to meet this problem. 

But until they come to a decision that they need our outside assist- 
ance, I think it is difficult for us to do much more than stand ready 
in a sincere way to meet their needs. 

The CHamman. What would you think of expediting sending 
it to them, as for example, flying it to them, if necessary. That 
would be a good way of dramatizing it so that the whole world might 
know that it is going in there from America; whereas if you had a 
boat going down there and bringing that food to the shore and 
it is sent to the ro who are hungry, they do not know where it 
comes from, and if their Government does not want to ask for it, why 
not give the charitable and other organizations an opportunity to ask 
for the food ? 

Mr. Ioanes. Well, sir, I think that the two organizations most active 

in that country are the church services and the National Catholic 
Welfare Council. 
_ From past experience, I know these are good organizations dedi- 
cated to doing the kind of a job that I think you and the members of 
this committee have in mind, and I do not think they would be reluctant 
at all to help in this situation if they were asked. 

The Cuarmrman. How about the Red Cross? Do they have a 
Red Cross down there? 
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Mr. Ioanes. I have no personal knowledge, but I assume the Red 
Cross would operate in that country. 

The Cuarrman. Mr. Hill. 

Mr. Hitz. Were you with Mr. Davis? 

Mr. Ioanes. No, sir. 

Mr. Hitz. When he wrote this report? 

Mr. Ioanzs. No, sir. 

Mr. Hr. You were in India at the same time he was? 

Mr. Ioaners. No, sir; I came about a month before—he came about 
a month after I left, or, perhaps, 3 weeks after I left. This is a little 
different, now, Congressman Hill, than the one the chairman was ask- 
ing about in the summer of 1956. John Davis and a couple of people 
from the Department were in Brazil, and at their request, to make a 
study of the longtime commercial-market possibilities in that country 
for our agricultural commodities, and this work was completed some- 
time last year. Very recently, Mr. Davis has undertaken another 
trip at the request of our Department and the State Department. 

Mr. Hix. And, on that, did he go to India? 

Mr. Ioanes. And on that trip he has been in India, but, as far as 
I know, he has not yet returned, and no report has been written. 

Mr. Hix. Did he visit South America on this last trip? 

Mr. Ioanes. No, sir; he did not. 

The CuHarrman. Mr. Simpson. 

Mr. Stmpson. Thank you, Mr. Chairman. 

I would like to know if I understand correctly that Mr. Snow has 
stated that there are ample food supplies in Brazil, and it is a matter 
of distribution locally. 

Mr. Snow has said that; is that correct? 

Mr. Ioanes. Mr. Simpson, we have a very fine agricultural staff in 
that country, agricultural attaché, and he has participated in the draft- 
ing of the report that has come to the State Department, as well as 
ourselves, and I am sure that it was his opinion, as expressed in the 
dispatches that we received, which indicated that the primary prob- 
lem in this case was one of transportation; that there were ample 
supplies in south Brazil, and getting to this afflicted region was the 
problem. 

Mr. Simpson. Then you do agree with Mr. Snow? 

Mr. Ioanegs. Yes, sir. 

Mr. Simrson. That there is ample food and all that was asked for 
was milk ? 

Mr. Ioanzs. Yes, sir. 

Mr. Suupson. And that the matter of distributing the food to these 
people is a matter of transportation. 

Mr. Ioanegs. Yes, sir; transportation seems to be the problem. 

Mr. Stmrson. Thank you; that is all. 

The Cuatrman. Can you make available to us a list of the inven- 
tories, showing where foods are available ? 

Mr. Ioanzs. I do not have any list with me. We could supply that. 

The Cuarrman. Can you supply it? 

Mr. Ioanes. We will be glad to furnish you with any information 
that we have. 
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(Information requested is as follows:) 


DEPARTMENT OF AGRICULTURE, 
FOREIGN AGRICULTURAL SERVICE, 
Washington, D. C., May 29, 1958. 
Hon. Haroip D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

DEAR CONGRESSMAN CooLEy: This is in response to your request for informa- 
tion on the stocks of foodstuff available in Brazil that could be moved into the 
northeast famine area. 

It has been reported to us by our agricultural attaché that Brazil has ample 
stocks of the basic foods generally consumed in the northeast (rice, beans, and 
dried meat) to supply the drought area, but the food is in southern Brazil, and 
distribution to the northeast is hampered by inadequate coastal transportation 
and inaccessibility of the drought area by road. There are good stocks of rice 
in the State of Rio Grande do Sul (the Bank of Brazil recently purchased 132 
million pounds of surplus rice from the 1957 crop) and prospects for the 1958 
crop continue to be good. Maranhfio also has stocks of rice, and there are, 
reportedly, good stocks of beans in Bahia and Sao Paulo and large quantities of 
dried meat stored in Rio Grande do Sul. We have no figures on the size of these 
stocks, only that they are sufficient to meet the need. We are cabling our attaché 
in Rio de Janeiro to obtain these figures, and will furnish them to you promptly 
upon receipt. 

Sincerely yours, 
RayYMOND A. IOANES, 
Acting Administrator. 

The CuHarrman. Mr. Matthews. 

Mr. Matruews. Mr. Ioanes, what kind of liaison do you have with 
these philanthropical and church organizations down in that area? 
What I have in mind is that I am particularly intrigued with the 
great possibilities of cultivating these wonderful religious groups and 
philanthropic organizations in the work that you are carrying on, and 
that they carry on. : 

Surely the missionaries in Brazil are people who are in touch with 
the folks down there, and they know this terrific problem, and they 
could distribute this food, could they not, in the name of the American 
people, if they had it. 

What kind of liaison do you have with them; have they reported to 
you lately ? 


Mr. Ioanes. Sir, the Department of Agriculture, as you know is a 


big place and this particular program is handled by another bureau 
in our department. They have a staff, a small staff who work full 
time on this program and they are in constant touch with them, that 
is, the United States representatives of these organizations who have 
people all over the world. 

In addition to that, the International Cooperation Administration, 
as you probably know, has a Committee on Voluntary Foreign Aid 
which meets periodically and discusses how a better job can be done 
to get more aid to needy people abroad. 

so you have these two organizations working in the United States 
maintaining communications with those agencies. 

Then in the field in any country where a program is going, some 

rson of the Embassy is given responsibility for supervising the prob- 

em and for sitting in with the local representatives of the voluntary 
agencies to review the needs. 

Mr. Marrnews. My thought in this particular connection was that 
if these voluntary organizations had this food, do you think that they 
could transport it? Do they have the facilities to distribute it ? 
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Mr. Ioanes. I think, sir, that they stand ready in this case to do a 
bigger job if they are requested to do it. This is my understanding of 
the position today in that respect. 

Mr. Matruews. What I am trying to get at is, who would request 
those fine people to push this work ? 

Mr. Ioanexs. It would come from the organizations in the country, 
the private relief organizations, the church organizations in the coun- 
try who were engaged in this kind of charitable work. 

Mr. Marrnews. In other words, you have to counsel them to see 
the need of help? 

Mr. loanrs. That is right. 

Mr. Matruews. I am just like the rest of the committee, I am ear- 
nestly seeking some way to get food into the mouths of hungry people 
that need it, and I thought that we might get some help in that par- 
ticular area. 

Mr. Ioanrs. Well, we will certainly see that everything possible is 
done to alert them. 

Mr. Marrnews. Thank you. 

The CHarrman. Mr. Quie. 

Mr. Quire. One question: When you see these things‘that are oc- 
curring in those areas, you have the immediate reaction and feeling 
that we should move our products down there on you have the human 
motivation to help those people. 

Now, is it possible that we are overlooking some problems that the 
State Department is well aware of, such as the fact that this is a hot 
political issue domestically, or the factor that we would be aiding 
a majority or minority section or something like that, things that do 
not occur to us that are involved in this matter? 

Am I correct in stating that there are many other factors besides 
trying to get rid of our surplus? 

Mr. Ioanes. Yes, sir. Certainly as you get closer to the people in 
the program, there is less government involved. 

And it is along the question that Mr. Matthews was asking about 
these private organizations because this gets around your problem of 
political considerations because it goes from people to people; but 
when you come to programs like title II then it does involve the Gov- 
ernment and all of the factors have to be considered, and, I mean, the 
motivation that we have to help the people, as we tried to say before, 
they really do involve the position of that government in what they 
think is needed to help their people, and we cannot leapfrog those 
problems, and it is not as simple as may appear. 

The Cuarrman. Any other questions? 

Mr. Hagen. Mr. Chairman. 

Mr. Ioanes, I would like to say first that I do not think it is an 
adequate answer to say that there is food somewhere in Brazil. 
The fact of the matter is that the Brazilian Government might not be 
able to afford to undertake a giveaway program of their own. 

In the light of what Mr. Cooley has presented here, the State De- 
partment, Mr. Dulles, and the Secretary of Agriculture should show 
some initiative and get a conference with the President, and then he 
might come up with something as dramatic as “Atoms for Peace.” 

I believe that the initiative really rests more with the executive 
department than it does with the Congress. 
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The Carman. Congress has done all that I think it needs to do 
in making food available. Off the record for a moment. 

(Discussion off the record.) 

The Cuamman. I want to thank you for coming up. We may 
communicate with you again. I wish that you would give us some 
information about the report. Anything that you could give us will 
be helpful. 

I thank you very much. 

(Thereupon, at 11:40 a. m., the committee retired into executive 
session to consider H. R. 11253. ) 


Tuourspay, JULY 3, 1958 
PUBLIC LAW 480 


The Carman. Mr. Reuss wants to give us an idea about some 
possible amendments to Public Law 480. As I stated to you, I still 
think that the law provides adequately for the situation that you have 
in mind. I should like for Mr. Heimburger to refresh the committee’s 
recollection by reading, if you have it there, the section of the law 
which provides that none of these transactions under Public Law 480 
shall disturb the international markets of other friendly nations and 
so forth. 

Mr. Hermsurcer. There are two places in the act, Mr. Chairman, 
where the question involved in Mr. Reuss’ amendment as I under- 
stand it, is that of protecting the usual marketings of other countries 
in the disposal of surplus under the Public Law 480 program. And 
two places in the act where that is referred to, one of them occurs in 
section 2 of the act which is the general policy statement affecting all 
Public Law 480, and it reads substantially this way: 

Sec. 2. It is hereby declared to be the policy of Congress to expand inter- 
national trade among the United States and friendly nations, to facilitate the 
convertibility of currency, to promote the economic stability. of American agri- 
culture and the national welfare, to make maximum efficient use of surplus 
agricultural commodities in furtherance of the foreign policy of the United 
States, and to stimulate and facilitate the expansion of foreign trade in agri- 
cultural commodities produced in the United States by providing a means 
whereby surplus agricultural commodities in excess of the usual marketings of 
such commodities may be sold through private trade channels, and foreign cur- 
rencies accepted in payment therefrom. It is further the policy to use foreign 
currencies which accrue to the United States under this act to expand inter- 
national trade, to encourage economic development, to purchase strategic ma- 


terials, to pay the United States obligations abroad, to promote collective 
strength, and to foster in other ways the foreign policy of the United States. 


And the words I want to emphasize are: 
in excess of the usual marketings of such commodities. 

Then in section 101, which is the specific section of title I, authoriz- 
ing the President to negotiate and ary out agreements with friendly 
countries for the sale of these commodities, the very first paragraph 
of section 101 reads: 


That the President shall take reasonable precautions to safeguard usual mar- 
ketings of the United States and to assure that sales under this Act will not 
unduly disrupt world prices of agricultural commodities. 
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That language “will not unduly disrupt world prices of agricul- 
tural commodities” was placed in the act after a great deal of nego- 
tiation and careful drafting in which even the White House partici- 
pated, and is interpreted in the report on the bill and conference 
report as meaning that our disposal under the surplus program should 
be carried in such a manner so as not to disrupt the marketings of 
friendly nations. 

The Cuarrman. We shall be glad to hear you now. 


STATEMENT OF HON. HENRY S. REUSS, A REPRESENTATIVE IN 
CONGRESS OF THE FIFTH CONGRESSIONAL DISTRICT OF THE 
STATE OF WISCONSIN 


Mr. Reuss. I am compelled to disagree rather completely with my 
friend, Counsel Heimburger, and I would like to tell you why. The 
sredecessor law of the Public Law 480 which is section 550 of the 
Mutual security Act of 1953, contained a clear and excellent pro- 
vision, and I quote: 


In negotiating these agreements for surplus commodities— 
we must— 
take reasonable precaution to safeguard usual marketings of friendly countries. 


This exact language was put in the bill reported out by this com- 
mittee in 1954, which bill became Public Law 480. The language that 
Mr. Heimburger has just read occurs at section 101 (a) of the present 
Public Law 480, and as now constituted it says: 

We shall take reasonable precautions to safeguard usual marketings of the 
United States. , 

When this bill came to the floor it contained the additional and 
crucial words “and friendly countries.” 

Those words were considerately and in my opinion ill-advisedly 
taken out on the floor of the House by an amendment proposed by 
the gentleman from Mississippi, Mr. Abernethy. 

This was debated for about a page of Congressional Record back in 
1954, and taken out, I believe, mistakenly. 

The Cuamman. May I interrupt? We had hearings on Public Law 
480, and we had this room packed and jammed with people. We had 
officials of the Department of Agriculture here, and asked whether 
any of these transactions had interfered with normal trade or com- 
merce, and not one person complained that it interfered unusually 
with our international trade or commerce. The Department in talking 
about it says that in its opinion some of the barter transactions had 
interfered, but the actual fact is that we have not had any facts to 
justify such a belief. 

Mr. Reuss. I believe that the performance of the Department of 
State which is supposedly in the field of foreign policy has not been at 
all good; they have not informed your committee as they should have. 

The CHatrman. We have had witnesses from the Department of 
State here. Our doors were wide open to anybody to come in and 
complain. We had these hearings, and we drafted a provision. 

Mr. Reuss. I would like to read you what Deputy Assistant Secre- 
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tary Thorsten V. Kalijarvi testified last July before the Senate Com- 
mittee on Agriculture and Forestry : 

Title I of Public Law 480, however, and the barter provisions of title IIT, 
causes serious foreign relations problems with virtually all other exporters of 
any of the agricultural products included in title I agreements. Most other 
nations which export agricultural products are greatly dependent upon such 
exports for the bulk of their foreign exchange earnings. We have not been 
completely successful in preventing all injury and some of our best friends 
abroad have, apparently, been hurt the worse. What I have been trying to 
say in my statement is that Public Law 480 is not an unmixed blessing; that 
it does have disadvantages as well as its good points. One of our basic ob- 
jectives is to keep our relations with other exporting countries on an even 
keel. 

Let me testify further that I have been in touch with the govern- 
mental representatives of numerous friendly countries, including Can- 
ada, Australia, Argentina, Mexico, New Zealand, and I am informed 
by all that they are equally distressed by the administration of Pub- 
lic Law 480, that they have lost their usual marketings and that they 
earnestly hope that Public Law 480 can be SO amended as to put 
back the language that was there : ich I have 
suggested that it is the blicy of Cldnigrede- == 

The CuarrmMan. Here is a letter from the Secretary, in 1958, in 
support of Public Law 480. 

And you say you are in touch with all of these other govern- 
ments ? 

Mr. Reuss. I am, also, in touch with Mr. Thomas Mann, who told 
me that within the last week there has been deep distress by dozens 
of our allies and friendly nations about this program, and an amend- 
ment such as I have proposed is in his opinion very necessary. 

The Cuarman. 1 wonder why you propose the amendments to 
us? We had him up here and we concluded the hearings. Why 
didn’t he propose them to us? There again, I asked for them, if 
anybody had any, and not one came forward. 

Mr. Reuss. Let me be very clear. I think the chairman and mem- 
bers of the committee have done a conscientious job in trying to find 
out the facts, and I am disturbed that the facts were not presented 
to the committee, which is why I am here this morning. 

I will be glad to document in full detail not only what the ad- 
ministration of Public Law 480 has meant to the normal trade pat- 
terns of many of the best friends we have in the world, but what they 
say about it. 

Canada’s Finance Minister in his budget message last week, for 
instance, if I may read from that short paragraph, had this to say— 
this was in the Canadian House of Commons in June 1958: 





United States agricultural policies continue to be severely damaging to 
Canadian interests. We suffer severe harm from the United States surplus 
disposal activities. Massive United States disposal of wheat and other grains 
on giveaway subsidized terms have done serious damage to Canadian exports in 
some of our best commercial markets. Despite frequent and energetic Canadian 
complaints these harmful practices have continued. We find it difficult to 
understand why the United States treats its best customer and friendly neigh- 
bor in this way. We have made it clear to the United States authorities that 
measures Which add to our difficulties in selling in third countries cannot but 
impair our willingness and ability to import from them. 


This is the Honorable Donald M. Fleming, Canadian Minister of 
Finance, in his June 1, 1958, budget message. 
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I think it is a shame that the State Department has failed to pass 
on to your committee, Mr. Chairman, what is happening, but I can 
assure you that I could go on for an hour documenting case after 

case of where friendly people are turning against us because we do 
not make an effort to protect their usual market stings. 

Mr. Harrison. Mr. Chairman, might I respond to this? I think 
possibly no one here has watched the dev elopment of Public Law 480 
any more closely than I, and I introduced the first original bill. 

Mr. Kalijarvi of the State Department at that particular time was 
one of the great opponents of Public Law 480. He, along with the 
State Department, brought up a number of road blocks at that par- 
ticular time and these are the same road blocks we encountered at that 
time to pass what we call 480, indicating that we were not dealing 
fairly with our friendly countries. And those arguments were pre- 
sented here and I think were raised very carefully at the time that 
Public Law 480 was passed. 

I think it is nothing new that is going on. It is something that has 
been going on for some time and the State Department has never 
felt kindly towards Public Law 480, as we of the Agricultural Com- 
mittee think they should. 

Mr. Reuss. Let me s say to my friend, the gentleman from Nebraska, 
Mr. Harrison, I believe deeply in Public Law 480. I have always 
supported it, and I intend, if it can get in shape where it will not 
hurt our good friends, to support it vigorously on Monday, but we 
are not just the Committee on Agriculture, we are a committee that 
has to consider our total national interests. And it seems to me that 
keeping the friendship of Canada, Australia, Denmark, Mexico, the 
Argentine, is in our national interest. 

Mr. Harrison. Again, may I say that I think that all of these 
countries do have a feeling that we are, in some respect, taking ad- 
yantage of them. As I understand it some of the same countries are 
now proposing to adopt similar legislation as our Public Law 480. 

The CHatrmMan. Mexico was selling cotton in our markets when 
we had our cotton export program in operation. I just do not see 
how you can operate Public Law 480 if you are going to let. one na- 
tion come along and say—this country or that country—“Stay out of 
this.” 

Mr. Reuss. Mr. Chairman, such a suggestion is farthest from my 
mind. All that I am suggesting is the restoration of the original 
language which the committee—— 

The Cuatrman. As Mr. Harrison pointed out the Department 
‘ame up here. The State Department has put up roadblocks as we 
understand, and has slowed down the operation of Public Law 480 
when agriculture wanted to move along and dispose of the surplus. 

Mr. Hiri. I would like to ask a question, too. 

I am like our chairman, I listen to all this testimony that is given. 
I think we had a State Department representative up here for 2 solid 
hours and questioned him, and at no time did he say if this law was 
properly carried out, which he agreed it was, had we had any difficulty 
with Public Law 480. 

Mr. Reuss. I read that testimony, Mr. Hill. 

Mr. Hitz. I am afraid what you are objecting to is a natural ob- 
jection that you cannot correct because of the fact that anything we 
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sell will be in competition with anyone else. We could not sell 1 
bushel of wheat to any foreign country that would not be in competi- 
tion with this terrific surplus of bushels of wheat the Canada has. I 
think we have been very, very liberal with Canada. I believe we have 
made one of the most serious blunders that was ever made in agri- 
culture by destroying our foreign sale of cotton. 

Now am I to sit here as a Congressman from Colorado, who has not 
a stock of cotton, nor a dime in any cotton organization, I mean, 
manufacturing firm, and be a party to destroying pall our foreign sales 
of cotton? 

Now that is exactly what some people would do, and that is exactly 
what we have done in some cases, and I think that is simply parallel. 
Now we can go so far, but we must not destroy our fundamental 
foreign markets. And we have; I think we have. I think we have 
actually let them go by the board. 

Now we can do that on wheat and say to Canada, “Now you go 
right ahead and increase your wheat, and we will put your wheat 
farmers under strict control.” Now I do not think that will help Can- 
ada in the long run. 

Mr. Reuss. Certainly no one, or at least myself, is suggesting that. 
I am simply suggesting that the Public Law 480 ; should be so admin- 
istered as not to hurt the usual marketings. I am saying, let us get 
all the expanded marketing 

The CHatrman. Everyone on wn this committee will agree with just 
what you said. 

Mr. Hix. Mr. Chairman, it does say that. The bill we have says 
as far as is practical. Now what better word could the Secretary of 
Agriculture have than the word “practical”? If the State Depart- 
ment says it is not practical, then you are not going to sell to Turkey 
because Canada has the most surplus w heat, Mr. Benson would be out 
of luck. Right under the bill we are going to report out and pass, I 
hope, unanimously. 

The Cuatrman. You did not receive any complaints about the sale 
of cotton from any countries mentioned. It was all wheat, wasn’t it? 

Mr. Reuss. Oh, no, sir, I have complaints from Mexico, well docu- 
mented 

The Cuairnman. What is the complaint from Mexico? 

Mr. Reuss. The complaint of Mexico is that cotton is her No. 1 
export crop and constitutes 30 percent of her exports, and that since 
1955, when Public Law 480 got rolling, she has lost about one-third 
of her export market. to such countries as It: ily, Spain, France, Bel- 
gium, the United Kingdom, and Japan, during the same time our 
exports of cotton under Public Law 480, under title 1, have gone from 
365,000 bales in 1955 to 845,000 bales in 1956, to 1,051,000 bales in 
1957 

New Zealand points out that her sales of powdered milk to India 
have declined almost to nothing while ours have gone up. 

Now I come from Wisconsin, which sells powdered milk, and I 
am anxious 

The CHatrman. Why have all of these countries communicated 
with you and completely ignored the State Department and this 
committee ? 

Mr. Reuss. They have not ignored the State Department. They 
have sent note after note to the State Department, and I think it 
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should be a subject for investigation by this committee, as to why 
the State Department has not informed it. And I strongly urge the 
committee to call Secretary Dulles or Mr. Mann and ask them the 
facts. 

Mr. Hiri. Let me ask you a question right on cotton. That in- 
terests me. You say Mexico has a real complaint on cotton. They 
surely have, because before we started our real fall in the export 
of cotton, Mexico was sending about 300,000 bales of cotton into for- 
eign sales, and they have now gotten up to a point of over a million 
bales a year. Now they would have a lot of reason to say we were 
getting their cotton business, wouldn’t they? That is just about so of 
every one of those countries. 

Mr. Reuss. Whether Mexico may have committed sins of its own, 
I do not know. All I am saying: 

Mr. Huw. Yes, you do. You probably have friends that go right 
down to Mexico—I guarantee you have—and go into the cotton busi- 
ness because they could take away the cotton business from the United 
States. 

Mr. Reuss. I am really a better authority on what I know and do 
not know. 

Mr. Hitz. Don’t you know that? 

Mr. Reuss. I do not. But anyway, the fact is that our sister Re- 
public of Mexico feels it is deeply grieved because this Public Law 
480 does not contain a provision that we should take reasonable pre- 
cautions to protect the usual marketings of friendly countries. We 
could set them at rest by including such a provision. 

The CuHarrman. Mr. Hoeven wants to ask a qeustion. 

Mr. Horven. Mr. Reuss, with all due respect to you, I am a bit 
puzzled by your interest in this matter. 

Mr. Reuss. Splendid; I appreciate the opportunity to answer. 

Mr. Horven. Are you here as a representative of the State Depart- 
ment or a foreign nation, or what ? 

Mr. Reuss. 1 am here because in my opinion the State Department 
has not adequately informed this committee of the facts. 1 think it 
was a very poor performance on the part of the State Department to 
come up before this committee and not inform it of the fact, which 
it well knows, that it has files and files of notes from friendly coun- 
tries protesting in the most specific terms the application of Public 
Law 480. I am here, sir, as a representative of the people of my 
district in Wisconsin who believe deeply, as I hope you do, that this 
country must take what steps it can to preserve its free world friends 
and allies, and I hate to see some of the best friends we have in the 
world—Canada, Australia, New Zealand, Argentina, and many oth- 
ers—deeply grieved by the administration “of what should be a 
basically good program, which P ublic Law 480 can be. 

Does the gentleman think this is an illegitimate interest on my 
part ¢ 

Mr. Horven. No. No, but I am a bit puzzled. You speak with 
authority, apparently. Have you been collaborating with the repre- 
sentatives of these governments to make this presentation, or just 
what is it all about ? 

Mr. Reuss. I was amazed to read in the paper, from time to time in 
the last months, the protests of various foreign governments. I was 
amazed to read in the W ashington press of 10 days ago what the 
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Canadian Finance Minister had to say in his budget message. I 
therefore, looked at the hearings of this committee and was appalled 
to find that the State Department had apparently failed to pass on 
these protests, although Mr. Kalijarvi last summer did lay it on the 
line pretty thoroughly before the Senate Agriculture Committee. 

Mr. Hozven. You have not answered my question. Have you col- 
laborated 

Mr. Reuss. I then called the State Department and got started on 
the facts, and then to check them I indeed collaborated by getting 
hold of the diplomatic representatives of Canada, New Zealand, Ar- 
gentina, and Mexico and finding out what they thought. That is 
where I found out these facts which seem to me quite disturbing. 

Mr. Hoeven. And they knew of your proposed appearance before 
this committee to represent their views; is that right ¢ 

Mr. Reuss. These are not their views; these are my—— 

Mr. Hoeven. No, they knew you were coming here to present their 
views to this committee ? 

Mr. Reuss. They knew of it because I told them. I said that I 
intended to offer an amendment to Public Law 480 to undo what I 
regard as great harm to our foreign policy. 

Mr. Hoeven. Mr. Chairman—may I say I cannot quite under- 
stand this, Mr. Reuss. We have had extensive hearings on Public 
Law 480 and the State Department has not protested its extension. 

Now, if this were a court of law, everything that you said would 
be hearsay and not admissible in evidence. 

Mr. Reuss. That is why I urge the committee to call 

Mr. Horven. Why don’t these people come here and speak for 
themselves ? 

Mr. Reuss. (continuing). Call the State Department. 

Mr. Horven. Why should we call them? There have been wide- 
open hearings here for weeks. 

Mr. Reuss. They have not done their job. 

Mr. Hitt. Why don’t you take it to them, not to us? 

The Cuarrman. I thought our relationship with Australia and 
New Zealand were in very good shape. We do a lot of buying from 
Australia and New Zealand. 

Mr. Hitz. How about the stocks we sell to Canada? 

Mr. Reuss. They are great friends of ours, Mr. Chairman, but 
simply because we are friends, simply because they are gentlemen, 
simply because they content themselves with diplomatic notes and 
protests rather than with more overt forms of public reaction, which 
we all deprecate, I do not think we should disregard their position. 
And it is only because the State Department did not do its job and 
did not properly inform your committee that I feel it necessary to be 
here and to prosecute my amendment. 

Mr. Tracur. Mr. Chairman, the members of the committee and 
Mr. Reuss might be interested in this: It happens that our Am- 
bassador to Mexico, Robert C. Hill, is a person] friend of mine, and 
he knows I am a member of the Committee on Agriculture. 

Mrs. Teague and I spent almost 2 weeks in Mexico last fall with 
him, in his home, and he never once mentioned to me this problem, 
ey: there was any bad feeling being engendered by the operation 
oT this. 
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The Cuarrman. I have come in contact with people from Mexico 
just about every week or two, and I have not heard a complaint from 
anyone. 

Mr. Reuss. Well, getting back to Mr. Hoeven’s views on evidence, 
I do not think, gentlemen, as a former trial lawyer myself, that be- 
cause you have talked to someone who has not raised an unpleasant 
subject, therefore the unpleasant subject does not exist. 

I have presented facts, and I call your attention to the two recent 
appearances of material in the Congressional Record at pages 10974 
and 11675 within the last week, in w hich I have documented case after 
case and presented just what the highest authorities of these countries 
are saying. 

The CuarrMan. How could you document the cases when you just 

talk to someone, some agriculture attaché or economic attaché? 

Mr. Reuss. Because I have then gone to the records of the Canadian 
Parliament, and I have read and reproduced here what the Canadian 
Finance Minister has said. 

The Cuatmman,. But all you have is the statement, “I cannot do the 
business because America is taking our markets away from us.” I 
want some specific case. Four billions worth has gone out in Public 
Law 480. 

Mr. Reuss. I would like to present some specific cases. 

I would like to present the case of Canada’s wheat exports; 1 would 
like to present the case of the Argentine-brazil wheat situation; I 
would like to present the case of New Zealand-India dried-milk situa- 
tion. 

The CuarrmMan. Here is a letter from the State Department with 
the opening paragraph: 

The Department of State appreciates the opportunity to express its support of 
the continuation of Public Law 480 and to supplement the presentation by the 
Department of Agriculture in regard to certain aspects of the program. 

Mr. Reuss. If the chairman will call Mr. Mann, the man who wrote 
that letter, right now Mr. Mann will tell him that he neglected to 
say that he was talking about how much good this does the recipient 
country, how happy the Indian people are to receive these products, 
and of course he is right. That helps our foreign policy. 

But if the chairman will ask him, “And what about third countries, 
friendly countries, which also export,” Mr. Mann will tell the chair- 
man what he told the committee just the other day on May 9 

I think that the list of countries complaining would include a great majority 
of the nations of the free world. 

Mr. Hoeven. If I may ask a question, Mr. Chairman / 

The Cuamman. Mr. Hoeven. 

Mr. Horven. Are you objecting to all aspects of Public Law 480 
without this amendment, including the sales for cash ¢ 

Mr. Reuss. I object to no aspects of Public Law 480 except the 
absence of this amendment. I think Public Law 480, with this amend- 
ment, will be a fine bill which we all can support. 

Mr. Hoeven. The point I am trying to make is this: For example, 
with — to cash sales by the CCC, under 480, with respect to all 
sales, I assume, barter, sales for foreign currencies, the asking price 
is the world market price. I know of no sales that were accomplished 
below the world market. price. 
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Does anyone doubt that ? 

Mr. Reuss. Certainly, sales at the world market price in hard cur- 
rency in no way affect what I am talking about. Because they do not 
displace anyone’s marketings. 

What I am talking about is when we sell to a country for their 
local currency, which they have available, and then lend it back to 
them for 40 years at low interest rates, or when we barter with them 
for strategic materials. That amounts to dumping. 

Let me be very clear: I think this is fine. I think we should keep 
on doing it. I think we should redouble it. I think we should re- 
move all roadblocks in the w ay; but what we are talking about here 
is not getting rid of any less farm surplus commodities from this 
country ; we are talking about getting a few less bits of local currency. 
What we are going to ‘have to do is to see if we cannot find countries 
that need our ~ surplus farm commodities over and above the usual 
marketings. 

The CuatrmMan. That is exactly what the law says. That is ex- 
actly what Mr. Heimburger just read a moment ago. That is what 
the law contemplates. 

Mr. Reuss. It was taken out of the law, Mr. Chairman. 

The Cuarman. This bill you are talking about amending in a sub- 
stantial way, has already passed the Sena ite, the Senate committee 
and the Senate, and it is due for consideration in the House Mon- 
day, for us to call it up and substitute our language and go to con- 
ference and try to get the bill to the White House. 

Now, it seems to me that we are late in receiving this information. 

Mr. McIntire wants to ask a question. 

Mr. McInrie. I would like to ask a question of you, Congressman 
Reuss. 

As you have analyzed the situation, do you find in your opinion 
that it is the area of soft currency or the area of barter, if we re- 
moved the requirement of additionality, which is the most serious 
in the opinion of our friendly neighbors ? 

Which of these areas do you think has the greatest impact, or on 
which they are the more apprehensive? Is it trading for the soft 
currency, practically all of which remains in the country and some 
of it is used for our needs within that country, or is it substantially 
in the area of barter ¢ 

Mr. Reuss. I find the complaints, Mr. McIntire, falling into both 
categories about equally. There is a feeling both as to the barter and 
as to soft- -currency trade that unless it is undertaken in such a way as 
to safeguard, in a reasonable manner—that is all that is asked—the 
usual marketings of friendly countries, what happens is that friendly 
countries get into serious foreign exchange difficulties. 

I would hope, Mr. Chairman, that late though the hour is, since 
a question of fact has been raised, the committee would call Mr. "Mann 
or Secretary Dulles or anyone else, and verify what I have said, 
which is that at least a dozen of the best friends we have in the world 
believe themselves deeply aggrieved by the administration of Public 
Law 480 without a provision to protect the usual marketings of 
friendly countries. 

The Cuarrman. We have that provision in the law, if I under- 
stand the English language. 
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Mr. Reuss. Mr. Chairman, I think this is a question on which all 
minds should be clear. We simply do not have in the law a provision 
protecting the usual marketings of friendly countries. We have a 
provision protecting the usual marketings of the United States, but 
we took out of the bill back in 1954 the words “or friendly countries.” 
It is sought by me to put it back in again so that the bill that comes to 
the floor on Monday will be the same bill in that particular as was 
presented to the House in 1954. And then, if people seek to amend it 
by removing the words “or friendly countries” again, | would want to 
take the floor to speak against such an amendment, because I do not 
think it is in the national interest. 

The Cuarrman. Did you finish ? 

Mr. McIntire. Not quite, Mr. Chairman, thank you. 

You are aware, [ am sure, of the action on the part of the Secretary 
in relation to barter, whereby he did determine and did tighten up 
the regulations to make sure that these barter transactions were made 
where there could be proof that the transactions were going to result 
in exchange of goods in excess of normal marketings under the re- 
quirements of additionality to be proven. Do I understand that you 
are in support of the Secretary’s efforts to make sure that that prevails 
in connection with the barter transactions ? 

Mr. Reuss. Yes, but his efforts have been—he has thrown out the 
baby with the bath. 

Let me say a word about barter. I think barter is a wonderful 
device; I think it should be used. I approved heartily the attempt of 
this subcommittee in the omnibus bill to beef up Public Law 480 on 
barter. All that I ask is that whether it is a local currency transac- 
tion or a barter transaction, it have the safeguard in it. And you can 
barter much more than we have been and still protect usual market- 
ings of friendly countries. You do it by increasing the food consump- 
tion of the countries we are doing business with. 

The Cuatrman. Thank you very much. 

Mr. Tewes, did you want to ask a question ? 

Mr. Tewes. Yes. I am an amateur as far as Public Law 480 is 
concerned because I was not here at the time it was passed, and I am 
attempting to acquire information about it as we go along. 

I would like to clarify one point for myself. Is it the chairman’s 
position that the present language does everything which Congress- 
man Reuss wants done? 

The Cuarrman. I think so. If you put anything else in there, you 
put a legislative roadblock in the progress of Public Law 480. 

The very opening statement says this: 

It is hereby declared it be the policy of Congress to expand international 
trade among the United States and friendly nations. 

Then certainly these transactions are supposed to be over and above 
the normal transactions that are usually carried on. It is strange to 
me that you have this information that some of these transactions in- 
terfered with foreign policy. You have the State Department pro- 
tecting foreign policy, the President, you have a committee, and I 
think all these Public Law 480 transactions are approved by the com- 
mittee, aren’t they, Mr. Heimburger? 

Mr. Hermpurcer. Yes, sir. 
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Mr. Reuss. I want to make a serious charge so as to say something 
dramatic before your committee. I think that the State Department 
has not done its job. I think that the State Department in its testi- 
mony before your committee has not presented the true facts, and I 
Ww ‘ould hope that the State Department would, between now and next 
Monday, be given an opportunity to set the record straight because 
the record, which they cannot deny, and which indeed their repre- 
sentatives last summer before the Senate Agriculture Committee tes- 
tified to, shows that this law is hurting us with friendly countries. 
And I just would say in conclusion, Mr. Chairman, that when we took 
out of Public Law 480 the words “or friendly countries” we did some- 
thing, we said that we do not care about the usual marketings of 
friendly countries, and I would hope that we put them bi ack. 

The Cuamman. We use the words “friendly nations” two or three 
times. It says: 

As used in this Act “friendly nation’? means any country other than the 
U. 8. 8. R.— 

And so forth. 

Mr. Reuss. Yes, but we took out the language that says what con- 
sideration friendly nations are entitled to, and I favor putting it back. 

The Cuarrman. I am certain that they have given consideration to 
the marketings of other nations in making these transactions. How 
ever, do you have your amendment written out ? 

Mr. Reuss. I will leave, if I may, my two sets of remarks on the 
floor of June 24 and July 1, respectively, which document in consider 
able detail. 

The Cuamman. Leave that with Mr. Heimburger. 

Mr. Reuss. Thank you. 

(The material referred to follows :) 


How to Get Rip oF OuR SuRPLUSES WITHOUT GETTING RID OF OuR FRIENDS 


(Mr. Reuss asked and was given permission to extend his remarks at this 
point in the Record.) 

Mr. Reuss. Mr. Speaker, the committee report on H. R. 12954, the bill to ex 
tend the agricultural surplus disposal program states—page 29—that “although 
Public Law 480 is primarily a disposal program, one of the main objectives of 
the act is to further United States foreign policy objectives.” As far as the 
recipient country is concerned, it undoubtedly does further our foreign policy 
objectives. 

But other friendly countries—including some of the best friends that we 
have—have been turned away from us by the way the act has been admin- 
istered. If it is one of our foreign policy objectives to keep the friendship of 
our friends and allies, as it assuredly is, then this objective is not being at 
tained. 

Public Law 480, since its enactment in 1954, has contained no language safe- 
guarding third-party friendly nations from having their markets disrupted by 
our surplus disposal activity. In an earlier act, seetion 550 of the Mutual 
Security Actof 1953, Congress expressly directed the President, in negotiating 
agreements for the sale of surplus commodities, “to take reasonable precau- 
tions to safeguard usual marketings of friendly countries.” Unfortunately, the 
Agricultural Trade Development and Assistance Act of 1954—Puhlic Law 480 
omitted this clause. 

HOW THE PROGRAM OPERATES 


The effect on friendly countries has been severe. 

In practice, the program has been operated largely by the Department of 
Agriculture, and largely as a means to funnel surpluses abroad without need for 
the consequences. Gwynn Garnett, Administrator of the Foreign Agriculture 
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Service, Department of Agriculture, testified last year on Public Law 480 be- 
fore the Senate Committee on Agriculture and Forestry : 

“The objective that we have followed is to move the commodity rapidly * * * 
the instructions as we interpreted them from the Congress were that we were 
to move the stuff, and that is what we have done.” 

Under Public Law 480, we sell farm surpluses for soft foreign currency, 
or barter them for strategic materials, or give them away for relief purposes. 
A Canadian wheatgrower, or a Mexican cotton planter, or an Australian dairy- 
man cannot afford to sell his commodities, as we do, for nonconvertible cur- 
rency and then turn around and lend a major share of it back to the recipient 
country at low interest rates for periods of up to 40 years. 


“SOME OF OUR BEST FRIENDS” 


Thorsten V. Kalijarvi, Deputy Assistant Secretary of State for Economic 
Affairs, told the Senate Committee on Agriculture and Forestry last July 
that— 

“Title I of Public Law 480, however, and the barter provisions of title IIT, 
cause us serious foreign relations problems with virtually all other exporters of 
any of the agricultural products included in title I agreements. The basic 
problem, of course, is to insure that title I sales or title III barter operations 
do not displace, or appear to displace, commercial sales at world market prices 
which we or some other free world country would otherwise have made. Most 
other nations which export agricultural products are greatly dependent upon 
such exports for the bulk of their foreign exchange earnings. They are not 
able, as we are, to sell for foreign nonconvertible currency at prices unrelated 
to either the cost of production of the commodity concerned or to the level 
at which the price of the commodity is supported domestically. * * * We have 
not been completely successful in preventing all injury, and some of our best 
friends abroad have apparently been hurt the worst. * * * What I have been 
trying to say in my statement is that Public Law 480 is not an unmixed bless- 
ing; that it does have disadvantages as well as its good points. One of our 
basie objectives is to keep our relations with other exporting countries on an 
even keel.” 

Among the friendly nations who, according to Mr. Kalijarvi, “have been 
vocal in their complaints of injury by the United States in the form of displace- 
ment of their exports from the world’s import markets” are Canada, Australia, 
New Zealand, Denmark, Mexico, Uruguay, Argentina, Burma, Italy, and Peru. 

Take Canada; United States wheat exports, largely as a result of Public 
Law 480, increased from 345 million bushels in 1956 to 550 million in 1957, 
while Canadian exports during the same period declined from 310 million to 260 
million bushels; 1956 figures were approximately the average annual figures for 
each country for the prior 6 years. The Canadian Government, not surprising- 
ly, attributes almost all of its loss from its regular export customers, such as 
the United Kingdom, Belgium, Western Germany, France, and Japan, to the 
effect of Public Law 480. 


EFFECT ON CANADA’S WHEAT EXPORTS 


Another example of the disturbance caused to Canadian foreign trade occurs 
in the case of barter. In the 6-month period ending July 1, 1957, we negotiated 
more than $125 million of barter contracts, a large proportion in wheat. 
Following May 1957, the Department of Agriculture ended the barter program, so 
that only $3 million in barter contracts were negotiated in the last 6 months of 
1957. During this last 6 months of 1957, United States sales of wheat under bar- 
ter agreements declined markedly, but Canadian sales of wheat for export re- 
gained almost all the 50 million bushels of annual exports which had previously 
been lost. 

These two examples show quite clearly how Canada’s wheat exports declined 
when the United States stepped up its Public Law 480 activities, and recovered 
when Public Law 480 activities were reduced. H. R. 12954, in addition to re- 
newing the general Public Law 480 authority, specifically directs the vigorous 
resumption of the barter program. Unless something is done to cushion this 
impact, therefor, Canada is shortly going to feel the effect of our export sur- 
plus operation again. 
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WHAT CANADIANS SAY 


It is not surprising that these activities have evoked protests from our good 
neighbor to the north. In the June 17, 1958, budget message before the Canad- 
ian House of Commons, the Honorable Donald M. Fleming, Minister of Finance, 


id: 

“United States agricultural policies continue to be severely damaging to 
Canadian interests. Apart from direct restrictions imposed on Canadian agri- 
cultural products, we suffer severe harm from United States surplus disposal 
activities. Massive United States disposal of wheat and other grains on give- 
away or subsidized terms have done serious damage to Canadian exports in some 
of our best commercial markets. Despite frequent and energetic Canadian com- 
plaints, these harmful practices have continued. We find it difficult to under- 
stand why the United States should treat its best customer and friendly neigh- 
bor in this way. We have made it clear to the United States authorities that 
measures which add to our difficulties in selling in the United States market 
or in third countries cannot but impair our ability and willingness to import 
from them.” 

In the same vein, the Honorable Gordon Churchill, Canadian Ministers of 
Trade and Commerce, said in the Canadian Journal of Commerce on May 22, 
1958 : 

“Canadians have taken strong objection to the policies adopted by the United 
States in disposing of surplus farm products. This program has resulted in a 
direct loss of part of Canada’s world market for wheat. The main criticism of 
this program has been the extent to which the disposal of wheat on concessional 
terms has disrupted or destroyed normal commercial markets for wheat. Can- 
ada feels that this type of action which partly alienates markets for years to 
come is not conducive to sound world trading relations.in general. There has 
been some improvement in this regard in recent months, but Canada simply 
eannot compete for world agricultural markets against the United States dis- 
posal program, backed as it is by the wealth of the United States.” 

The importance of our surplus disposal policy to Canada is indicated by an 
article in the April 1958 Foreign Affairs, by Michael Barkway, Ottowa corre- 
spondent of the Toronto Financial Post: 

“A current list of Canadian complaints about the United States policy can be 
complied easily, and partly according to taste. It must include the farm prod- 
ucts disposal program, which seriously cut into Canadian wheat markets last 
year.” 

AMBASSADOR MERCHANT’S VIEWS 


Our own Ambassador to Canada, Livingston Merchant, said in a speech early 
this year: 

“When I came to Ottawa 2 years ago, I did not believe that, as the problems 
multiplied and became more complex, the atmosphere itself might change and 
with the change solutions become more difficult. But this I now believe may be 
happening. There have been for a year or more signs of a change in mood or 
climate which it behooves both our countries to look at.” 

Mexico has also protested many times against the application of Public Law 
480. Mexico’s number one export crop, constituting 30 percent of her exports. 
is cotton. Since 1956, when our cotton exports under Public Law 480 began 
markedly to expand, Mexico’s exports of her own cotton to such countries as 
Italy, Spain, France, Belgium, the United Kingdom, and Japan have declined by 
more than one-third. 

THE AUSTRALIAN REACTION 


Or take Australia. A considerable portion of Australia’s foreign trade is the 
sale of wheat to India. Under Public Law 480, thhe United States and India in 
August, 1956, announced an agreement to finance the sale of 130 million bushels 
of American wheat to India for $200 million. Payments were to be made in 
rupees, of which 15 percent was to be made available to India as an outright 
grant, and 65 percent loaned to India for 40 years at a low interest rate. The 
chairman of the Australian Wheat Board, John Teasdale, wrote in the Farm- 
ers Weekly, October 11, 1956, that— 

“The United States is using the powers granted by Congress’ Public Law 480 
to dump primary products in other countries. The terms of sales, financial 
considerations and ethics of fair trade are being made subservient to the des- 
perate desire to shift the responsibility for the care-taking and storing of prod- 
ucts to countries other than the United States of America.” 
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Before the Australian Federal Parliament on October 4, 1956, the Australian 
Minister for Trade, John McEwen, charged that Australian export prospects for 
wheat would be disturbed by the Indian arrangement. In a speech to the 
Australian National Catholic Rural Movement in April 1956, T. V. Strong, Di- 
rector of the Australian Bureau of Agricultural Economics, said : 

“The dumping policy of the United States has been the most demoralizing 
in the history of international trade.” 

I have received from J. Bevan Todd, commercial counselor of the Australian 
Embassy here, a statement on June 5, 1958, of the attitude of the Australian 
Government toward surplus disposal : 

“The attitude of the Australian Government to the disposal of surplus agri- 
cultural products has been clearly stated, and in general may be summarized 
as follows: 

“(a) Australia recognizes that the problem of surplus production is, in many 
respects, a result of the great efforts made by United States agriculture to meet 
the special problems of war and postwar food shortages. 

“(b) Australia appreciates the fact that the United States has made sub- 
stantial progress toward restoring a reasonable balance between production 
and market opportunities for a number of commodities. However, despite cer- 
tain legislation, including the Soil Bank program, for a number of other com- 
modities the solution of the fundamental problem of excess production does not 
seem to be in sight. Parity prices tied to levels of stocks seem to be self- 
defeating as far as balancing production and consumption is concerned. 

“(c) The fact remains that existing stocks of surplus farm products consti- 
tute a continuing threat to the stability of world trade in these products. 

“(d) Australia has never sought to deny these surplus products entry into 
world trade channels. Nor has it tried to obstruct their disposal on generous 
concessional terms for consumption by needy people who would not otherwise 
be able to purchase like commodities under commercial trading conditions. 
But Australia does seek to insure that surpluses will be moved under conditions 
that will result in the least possible disturbance to regular commercial market- 
ings, whilst at the same time creating, if possible, an additional demand for the 
products. 

“(e) Australia considers that undue disturbance of commercial trade can be 
avoided only if the parties to a concessional disposal transaction afford other 
countries, whose interests are likely to be affected, the opportunity for effective 
consultations. To be effective, such consultations must represent far more 
than advice that a disposal transaction is being negotiated. They must pro- 
vide for the transmission of information concerning the proposal in sufficient 
detail and in sufficient time for the interested country to examine the proposal 
usefully, and to make known its views to the parties of the proposal. Above 
all, the whole procedure of consultations can serve no purpose unless the repre- 
sentations made in the course of consultations are given full and genuine con- 
sideration by the country disposing of the surpluses.” 


PERU’S POSITION 


Here is what the delegation from Peru to the International Cotton Advisory 
Committee had to say at the 1957 meeting of the International Cotton Advisory 
Committee : 

“Due to the importance of cotton in the national economy, the preoccupation 
not only of the Peruvian Government but also of the cotton producers and all 
economic circles of the country is entirely justified, regarding the program of 
excess production and exports of this fiber as well as other measures to pro- 
tect producers adopted by the Congress and Government of the United States. 
In particular, this preoccupation is concentrated on the dumping of enormous 
quantities of excess production in the world markets (about 7 million bales in 
1956-57, and probably 5 million bales in the 1957-58 season), and also sales 
made to countries which habitually purchase cotton from Peru, such as Chile, 
payable in local currency and at long terms.” 

We are considering the renewal of Public Law 480 at a time of renewed world 
tension, at a time when we need to keep every good friend we have. Certainly 
there are plenty of opportunities for us to dispose of our farm surpluses by sell- 
ing them for local currency, which we then lend back to the buyer, or by swap- 
ping them for strategic materials, without unduly undercutting the normal trade 
expectancies of friendly countries. Our friends and allies deserve something 
better from us than a policy of beggar thy neighbor. 
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What shall it profit this country if we empty our surplus warehouses, in return 
for some I O U’s of remote value, if in the process we lose our best friends? 


THE AMENDMENT 


When H. R. 12954 comes to the House floor, as it will in the next day or two, 
I intend to offer an amendment which will add to the existing policy declara- 
tions of section 2 of Public Law 480 the following: 

“It is further the policy of Congress to take reasonable precautions to avoid 
displacing usual marketings of friendly countries.” 

If injustices have been done our neighbors under our surplus disposal so far, 
this amendment will put a stop to them. To those who may be tempted to 
argue in opposition to the amendment that no usual marketings of friendly 
countries have in fact been displaced, it can be answered that adoption of the 
amendment will then cause no change in the program. 

I hope that a majority of Members will join me in demonstrating that the 
United States is willing to take the interests of its free-world neighbors into 
account. 


Ce 


It 18 IMPERATIVE TO AMEND Pusiic Law 480 so As To Stop Hurtine Our FRIENDS 


The SpeAKER pro tempore. Under previous order of the House, the gentle- 
man from Wisconsin, Mr. Reuss, is recognized for 20 minutes. 

Mr. Reuss. Mr. Speaker, last week—Congressional Record, June 24, 1958, 
pages 10974-10976—I called to the attention of the Members the fact that the 
Agricultural Trade Development and Assistance Act of 1954—Public Law 480 
because it contains no provision requiring the taking of reasonable precautions 
in our surplus disposal program to safeguard the usual marketings of friendly 
countries, has caused much harm to our foreign policy. Many friendly countries 
such as Canada, Australia, Argentina, New Zealand, Denmark, Mexico, Uruguay, 
Peru, Burma, and Italy have complained that our surplus-disposal program has 
displaced them from their normal world markets with great damage to their 
economies. I served notice that I would offer an amendment to the measure 
which will come up very shortly to extend Public Law 480 for an additional 2 
years as follows: 

“It is further the policy of Congress to take reasonable precautions to avoid 
displacing usual marketings of friendly countries.” 

Yesterday the majority leader, the gentleman from Mussachusetts, Mr. Me- 
Cormack, expressed on the floor his concern, which I fully share, lest Public 
Law 480 hurt our relationships with some of the best friends we have in the 
world. Unfortunately, the State Department has not sufficiently informed the 
Congress of the harm done our foreign policy by the absence of a provision 
against displacing the usual marketings of friendly countries. 


SOME OF OUR BEST FRIENDS 


The State Department has been mouselike, indeed, in passing on to the Com- 
mittees on Agriculture the complaints of friendly countries. However, before 
the House Committee on Agriculture on May %, 1958, Assistant Secretary of 
State for Economic Affairs Thomas C. Mann did say, in response to a question 
whether the State Department had heard complaints from foreign countries 
about the operation of Public Law 480: 

“I think [the list of countries complaining] would include a great majority of 
the nations of the free world. They have complained at one time or another on 
some particular barter arrangement.” 

A predecessor of Assistant Secretary Mann was even more to the point. Thor- 
sten V. Kalijarvi, Deputy Assistant Secretary of State for Economic Affairs, 
told the Senate Committee on Agriculture and Forestry last July that— 

“Title I of Public Law 480, however, and the barter provisions of title III, cause 
us serious foreign-relations problems with virtually all other exporters of any 
of the agricultural products included in title I agreements. The basic problem, 
of course, is to insure that title I sales or title II barter operations do not dis- 
place, or appear to displace, commercial sales at world market prices which 
we or some other free-world country would otherwise have made. Most other 
nations which export agricultural products are greatly dependent upon such 
exports for the bulk of their foreign-exchange earnings. They are not able, as 
we are to sell for foreign nonconvertible currency at prices unrelated to either 
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the cost of production of the commodity concerned or to the level at which the 
price of the commodity is supported domestically. * * * We have not been com- 
pletely successful in preventing all injury, and some of our best friends abroad 
have apparently been hurt the worst. * * * What I have been trying to say 
in my statement is that Public Law 480.is not an unmixed blessing; that it does 
have disadvantages as well as its good points. One of our basic objectives is 
to keep our relations with other exporting countries on an even keel.” 


HARM TO CANADA, MEXICO, ARGENTINA 


There are many examples of injury to friendly countries by our disposal pro- 
gram. 

For example, Canada’s wheat exports declined from 310 million bushels in 
1956 to 260 million bushels in 1957, while United States wheat exports, largely 
as a result of Public Law 480, were increasing during the same period from 345 
million bushels to 550 million bushels. The Canadian Government blames Pub- 
lic Law 480 almost entirely for this damage to its export position. 

Again, Mexico’s No. 1 export crop, cotton, which constitutes 30 percent of 
her exports, declined by more than one-third since 1955. Meanwhile, United 
States exports of cotton under title I of Public Law 480 went from 365,000 bales 
in 1955 to 845,000 bales in 1956, to 1,051,000 bales in 1957. Mexico’s protests 
have gone unheeded. 

A third example is Argentina. Argentina’s exports of wheat to Brazil declined 
from 1,265,278 tons in 1955, to 998,477 in 1956, and 823,261 in 1957. Meanwhile, 
the United States, spurred by Public Law 480, was increasing its 107,891 tons 
of wheat exports to Brazil in 1955 to 500,780 in 1956, and 487,488 in 1957. Argen- 
tina is naturally disturbed at this displacement. 


WHAT PUBLIC LAW 480 REALLY SAYS 


Instead of warning Congress of the pitfalls of Public Law 480, the Depart- 
ment of State in its official statement before the Senate Committee on Agricul- 
ture and Forestry on February 5, 1958, said: 

“The Department of State is responsible for negotiating Public Law 480, title 
I, sales and loan agreements with foreign governments. We must insure that 
the resulting programs are effectively coordinated with other United States 
activities abroad, that they are in accord with our overall foreign policy objec- 
tives, and that surplus sales do not interfere with the normal marketing of the 
United States and other friendly exporting countries.” 

This last completely mistakes the law. Public Law 480 does indeed contain 
a mandate that surplus sales must not interfere with the normal marketings of 
the United States. Its predecessor law, section 550 of the Mutual Security Act of 
1953, did indeed contain a congressional directive that the President, in negotiat- 
ing agreements for the sale of surplus commodities, should take reasonable pre- 
cautions to safeguard the usual marketings, not only of the United States, but 
of friendly counties. Identical language applying the policy against canibalism 
not only to the usual marketings of the United States, but to those of friendly 
countries, was contained in the bill which later became Public Law 480, as it 
was reported out on the floor of the House in 1954. During debate in the House, 
however, the bill was unfortunately amended to take out this language, and 
thus to limit the application of brotherly love to ourselves. 

If the State Department were doing its job, it would be begging Congress to 
put into Public Law 480 a provision that the usual marketings of friendly coun- 
tries must be safeguarded. Instead, it lulls Congress into a state of complacency 
by representing that the law does contain what it should contain, but in fact 
does not. 

The State Department is not alone in giving the erroneous impression that 
Public Law 480 safeguards the usual marketings of friendly countries. Secre- 
tary of Agriculture Ezra Taft Benson, having heard how we were losing Can- 
ada’s friendship by our administration of Public Law 480, went up to Winnipeg 
on May 20, 1958, to explain all to the Winnipeg Chamber of Commerce. Here 
is what he told the chamber of commerce: 

“One of the continuing questions that Canada raises regarding United States 
economic policy has to do with these special export programs. I would like to 
clarify our position. 

“Our principal means for expanding consumption of farm products over and 
above commercial sales is contained in the Agricultural Trade Development and 








340 EXTEND PUBLIC LAW 480 


Assistance Act of 1954—commonly called Public Law 480. This law was enacted 
in recognition of the fact that. if our exports were confined to cash-on-the-barrel- 
head dollar transactions, our surpluses would accumulate in a wasteful manner. 
Moreover, millions of world consumers in dire need of food would be denied access 
to our abundance. The act provides for additional ways of transacting business, 
some of them unorthodox by economic textbook standards. It provides for selling 
our farm products for foreign currencies. It provides for bartering them for 
strategic materials. It provides for donations. 

“But written throughout this program—and I want to emphasize this—are 
safeguards to protect and to increase commercial marketing.” 


SECRETARY BENSON IN WINNIPEG 


The assembled banqueters of the Winnipeg Chamber of Commerce might 
reasonably have inferred that the commercial marketings protected by good 
old Public Law 480 included those of friendly countries like Canada. What 
Secretary Benson neglected to tell his audience was that the protective language 
applicable to friendly countries such as Canada was amended out of the law 
back in 1954, from which all the trouble stems. In view of the dependence of 
the Winnipeg area on wheat exports, it was perhaps as well for Secretary Benson 
that he made this slight elision in his speech. 

Just a few days before, on May 5, 1958, Mr. Benson’s spokesman, Administrator 
Walter C. Berger, of the Department of Agriculture’s Commodity Stabilization 
Service, told the House Committee on Agriculture that: 

“TI began to find that the barter program was creating in these countries in 
which we were sellingg this 70 percent or 80 percent of our materials through 
our requiar exporting channels a competition against our own sales to people 
who were buying from us for cash. In other words, if we were selling into, 
using an illustration, West Germany, who has a currency, a very good, sound 
currency today—if the exporter was selling into Germany, he was selling at a 
little discount. Now that discount everyone thought at first was merely a dis- 
count against our competitors in the other world, the rest of the world, such as 
in the case of wheat against Canada, the Argentine, Australia. However, it was 
against ourselves, and as executive vice president of CCC that is when I began 
to get alarmed.” 

I BEGAN TO GET ALARMED 


In other words, a policy of “beggar thy neighbor” that hurts Canada, Ar- 
gentina, or Australia, is a trifle scarcely worthy of notice. But when it hurts 
our own commercial marketings—well, “that is when I began to get alarmed.” 

The harm caused by Public Law 480, without an amendment requiring the 
taking of reasonable precautions to safeguard the usual marketing of friendly 
countries, is no laughing matter. The Report of the Special Study Mission to 
Canada, comprising the Honorable Brooks Hays, of Arkansas, and the Honor- 
able Frank M. Coffin, Maine, of the Committee on Foreign Affairs, published on 
May 22, 1958, found that “there is ample evidence an erosion in the traditionally 
excellent relationships between the United States and Canada.” Representatives 
Hays and Coffin, discussing the displacement of normal Canadian wheat exports 
due to the operations of Public Law 480, said: 

“During our visit to Canada, concern over this problem was apparent on every 
side. We have learned that the United States Government has undertaken to 
reassure the Canadians as to our intentions and as to our practices. Such re- 
assurances, however, are scant solace to the Canadian farmer who has a surplus 
of wheat on hand, Obviously, if Canadian exports were to grow, concern over 
this problem would decrease. 

“There is no doubt that the United States serves a real humanitarian purpose 
by the furnishing of surplus agricultural commodities abroad. It would seem 
somewhat hardhearted to say that we should deprive needy people of food and 
other assistance because it might disturb a normal commercial channel. On 
this point the Canadians have no objection. On the other hand, they have a 
perfectly legitimate grievance to the extent that it can be said that the United 
States is exporting its own farm problem. In the Canadian view, the way to 
solve the problem is by some means other than subsidizing United States 
Government sales abroad.” 
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THE HAYS-COFFIN RECOMMENDATIONS 


In their recommendations, Representatives Hays and Coffin have this to say: 

“Prior to and while carrying out the sales for local currencies of surplus 
agricultural commodities such as wheat to foreign governments, the United 
States should pay particular attention to Canada’s interests. In view of her 
heavy dependence on wheat exports, careful consideration should be given by 
our Government to the effects of any sales on the Canadian economy. Not only 
should the executive department proceed with this awareness, but Congress 
‘should also realize that a temporary solution of a United States farm problem 
could create serious problems for Canada. Commercial markets, capable of 
making payments in dollars, should not be approached through the mechanism 
of Public Law 480. In short, a certain amount of forbearance is indicated. 
The possibilities, advantages, and hazards of a joint United States-Canadian 
wheat marketing corporation should be explored.” 

These recommendations point clearly to the necessity of amending Public Law 
480 so as to require “reasonable precautions so as to avoid displacing usual 
marketings of friendly countries.” Such an amendment will help our relations 
with not only Canada but with every other exporting country of the free world. 

Mr. Speaker, this House cannot afford to ignore the plain evidence that some 
of the best friends we have in the world are deeply aggrieved by the operation 
of Public Law 480. It may well be that the State Department has been remiss 
in not presenting with more vigor the harm done to our foreign policy by the 
law as it now stands. Its failure to do so is one of the reasons why I am not 
an unqualified admirer of the State Department. 


WE SHOULD NOT DISREGARD PROTESTS SIMPLY BECAUSE THEY ARE GENTLEMANLY 


Nor should we become complacent because in Canada, Australia, Argentina, 
New Zealand, Denmark, Mexico, Uruguay, and in other countries hurt by 
Publie Law 480, the protests have been gentlemanly and restrained. God forbid 
that the only protests against our foreign policy that we are capable of noting 
are a Vice President spit upon, an Embassy sacked, American servicemen 
kidnaped. 

The stoic attitude of friendly countries hurt by Public Law 480 should not 
blind us to the dangerous nature of the game we are playing. It is said of the 
philosopher Epictetus, founder of the stoic creed, that he patiently admonished 
a eruel neighbor who was maliciously twisting his leg beyond endurance, “If 
you continue twisting my leg, you will break it.” A moment later, as the bone 
snapped, Epictetus turned reproachfully and said, “You see, I told you not to 
ontinue twisting my leg.” 

Mr. Speaker, I hope that we will not allow our friends’ forbearance to en- 
courage us to twist their economies to the breaking point. 

I sincerely hope that the House Committee on Agriculture in presenting to 
the House the extension of Public Law 480, will attach an amendment requiring 
“reasonable precautions to avoid displacing usual marketings of foreign coun- 
tries.” 

The Cuatrman. Mr. Tewes. 

Mr. Tewes. I would like to have Mr. Heimburger comment on this. 
Now in essence Mr. Reuss charges that here is a matter of legislative 
construction which has been established by the striking of three words, 
and that actually the words do not mean the same, L mean, the pres- 
ent language does not mean the same as it did or iginally because those 
three words were stricken. Now what is the merit of that position 
in your view ? 

Mr. Hermeurcer. Mr. Chairman, shall I answer the gentleman’s 
question here ? 

The CHarrman. Yes. 

Mr. Hermeurcer. The position taken by Mr. Reuss is entirely cor- 
rect—that the words “friendly nations” was struck out of the House 
bill when it was brought to the floor. 
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The CHarrMan. “Friendly nations” ¢ 

Mr. Hermpurcer. Yes, Mr. Chairman. Now the part of the bill 
that he is talking about is paragraph (a) of section 101, and as this 
bill came to the floor from the Committee on Agriculture the lan- 


guage read : 

The President shall take reasonable precautions to safeguard against the dis- 
placement of usual marketings of the United States or friendly nations and 
assure insofar as practicable that sales under this Act will not disrupt world 
prices of like commodities of similar quality. 

Now I do not have a copy of the bill as it. was enacted by the House, 
but my memory is 

The Cuarrman. Isn't that what it says: 


reasonable precautions to safeguard the usual—— 


Mr. Hermpurcer. I think that is what it said. 

The Cuamman. That will not unduly disrupt world prices ? 

Mr. Hermevrcer. I think that is approximately what it said. 

The Cuatrman. It seems it is the same thing said in a different way. 

Mr. Hermpurcer. May I just read to the chairman what our report 
at the time said about this language. And this becomes important be- 
sause this makes the legislative history. Our report said, with regard 
to this paragraph (a) : 

The President is required to take reasonable precautions against the displace- 
ment of usual marketings of such commodities by the United States or friendly 
nations and disruption of world prices. 

The CuarrMan. That is in the report ? 

Mr. Hermevurcer. That is in the report explaining the language I 
just read. 

Now in the conference some language was put back into this section 
(a) which had been struck out on the floor, and the conference pro- 
vision reads as it does now in the law, and here is the language of the 
conference report explaining the action of the conferees and putting 
the language back in, section 101 (a) : 

The committee of conference has added to this section the words, “and to 
assure that sales under this act will not unduly disrupt world prices of agricul- 
tural commodities.” This language is substantially similar to that in the bill 
as reported by the House Agricultural Committee and is meant to reassure 
friendly nations that there is no intention on the part of the United States of 
undertaking a surplus dumping program. 

So that the conference report says that the language now in the 
act is to be construed and interpreted in substantially the same man- 
ner as the language in the bill which was originally reported by the 
Committee on Agriculture. 

Mr. Reuss. Mr. Chairman, may I comment on that, please ? 

The CuarrMan. Yes, sir. 

Mr. Reuss. There is a big difference between disrupting world 
prices, which is one thing, and displacing usual marketings, which 
is another. 

The conference reported accurately what had happened on the floor 
of the House. They had saved the “don’t disrupt world prices” fea- 
ture, but they had not saved the safeguard “usual marketings of 
friendly countries” feature. 

The Cuarrman. That is what the language means. 

Mr. Hermevurcer. Mr. Chairman, may I comment on that ? 
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I am sure that the gentleman wants to get the full background of 
this thing. I think there never has been a bill before this com- 
mittee, Mr. Chairman, in which more care was taken in the drafting 
than Public Law 480. 

I sat in at drafting sessions at which lawyers from the Department 
of Agriculture, the State Department, ICA, the Bureau of the Budget, 
Treasury, and the White House participated. And that was usual in 
the drafting of this language. 

As you recall, there must have been 25 different drafts before we 
got one that this committee reported. 

Now, when this language was stricken out on the floor of the 
House—well, let me start again. 

After the language had been stricken out on the floor of the House, 
it was recognized that there needed to be something in the bill to 
carry out this idea of not interfering to any greater extent than is 
necessary with the marketings of other friendly countries. And after 
great discussion and consideration on the part of all these people who 
had participated in the drafting of this bill, the language which was 
adopted by the committee on conference was recommended, and it 
was intended to do exactly the same thing that the language which 
had been in the House bill as reported did do. And the only reason 
why the reference to the usual marketings of friendly countries was 
left out of there was because that established, or appeared to estab- 
lish, a specific criterion. And the people at the Department of Agri- 
culture and at the State Department, also, Mr. Reuss, pointed out 
that in many instances it would be absolutely impossible for the Sec- 
retary of Agriculture to determine with preciseness what the usual 
marketings of a friendly country with another third country was; 
so that the real intent of this language was to go back to the House 
meaning without having in there the precise definition that it was 
felt would be administratively very difficult to carry out. 

Mr. Reuss. Well, you said it was, and it was not. 

I do not see how it can be both. They either wanted it out, and 
when my friend in Mississippi—— 

The CuarrMan. He said it was taken out on the floor of the House 
but put back in conference. 

Mr. Reuss. Except I do not think it was put back in in conference. 

You have said someone thought it was hard to administer, so it 
was not put back in. And in fact, it is not in. 

Friendly countries are not protected, and they have not been. 

The Cuatrman. Mr. Tewes. 

Mr. Tewes. All right, now, assuming the committee’s position is 
that what you seek is in the present language, and that is a construe- 
tion with which you disagree, I would leave that and go to the next 
point. 

You then charge that whether or not the language means what you 
say it would, you claim to have evidence that the object of your lan- 
guage is not being accomplished under the act. 

Now, to that 

Mr. Reuss. And one more thing, Mr. Tewes: The language that 
Mr. Heimburger has just alluded to relates only to title I sales for 
local currency; whereas, my proposal would place it in the section 2 
policy section, which relates to barter, sales for local currency, and all 
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other types of sales, which is exactly where it belongs. To that ex- 
tent, my proposed amendment would go further than the bill as it 
came out of the committee in 1954, and I believe it should. 

Mr. Tewes. Well, now, you have charged that the State Depart- 
ment has not testified to the real facts in this case, and I would like 
to inquire toward that point, then : 

How were they invited up here to testify, and who was invited in 
the State Department 

The Cuarrman. Mr. Mann was here. 

Mr. Tewes. How do we do that is what I am getting at. 

The CuHatrmMan. How do we get them up here ? 

Mr. Hermpurcer. May I answer that, Mr. Chairman, since I did it? 

At the chairman’s instructions, when we had scheduled the hearings 
on Public Law 480, I called the Legislative Liaison Office of the 
Department of State, which is our usual procedure, and said that we 
were having a hearing on Public Law 480, and did the State Depart- 
ment want to appear ¢ 

Now, the response which came back by telephone a day or so later 
from the legislative laison was that the State Department did not 
particularly want to appear; they had been content to file a letter. 

I discussed that with Mr. Cooley, Chairman Cooley, and he said, 
“Well, I think we should have someone up here from the State De- 
partment to give their position in person, and I would like very much 
to have Under Secretary Christian Herter come up and represent the 
State Department.” 

I passed this on by telephone to the Legislative Liaison Office and 
made a strenuous request that Under Secretary Herter appear in per- 
son before the committee to state the Department’s position, and he 
would have done so except that at the moment the Secretary was out 
of the country and Mr. Herter had to go to New York to represent the 
Secretary in some meeting which had previously been set up. 

In the absence, then, of Mr. Herter, Assistant Secretary Mann sent 
up the letter which the chairman has referred to in the testimony this 
morning, and Dr. Elliott, who is a consultant to Under Secretary Her- 
ter, came up to make a presentation in person and to answer questions 
from the committee. 

Mr. Tewes. The last question I have pertains to one which has dis- 
turbed me, and, I think, other members of the committee, and that 
is this matter of jurisdiction on some of these matters, where the For- 
eign Policy Committee’s jurisdiction begins and ends, and where ours 
begins and ends. 

I remember that the chairman last week had a discussion of this on 
the floor of the House with one of our colleagues from Wisconsin, 
Congressman Zablocki, who raised the same point. 

Now, on that, what is being done in the way of liaison between the 
groups on these matters which seem to involve our international pol- 
icy as well as our domestic policy of getting rid of surpluses? 

What is the liaison between us and the Foreign Affairs Committee 
and the Agriculture Department and the State Department on these 
matters ? 

The Cuarrman. John just told you that. 

In the drafting of Public Law 480, all of them participated. I do 
not know of any other committee of Congress that could more ap- 
propriately consider the problems involved in Public Law 480 than 
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this committee, because it is primarily concerned with surplus com- 
modities. 

The foreign policy aspects of Public Law 480 are somewhat col- 
lateral. The main thing was to get rid of the surplus commodities 
and make them available to friendly people. 

Mr. Tewes. Of course, the Foreign Policy Committee, I think, takes 
an opposite view. 

The Cuairman. The Appropriations Committee wanted to take it 
over. 

Mr. Tewes. The question I raise, I am trying to educate myself and 
not get in on the battle is what, presently, liaison have we worked out, 
or are we just going ahead and administering Public Law 480 as our 
responsibility without regard to the Appropriations Committee or the 
Foreign Affairs Committee ? 

Mr. Horven. When the original bill was introduced, it was re- 
_ ferred to the Committee on Agriculture by the Speaker of the House. 

Had he seen fit to refer it to the Committee on Foreign Affairs, he 
would have done so. 

The Cuarrman. We will have to adjourn as the bells have rung. 

Mr. Reuss. Thank you very much, Mr. Chairman. 

The Cuarrman. Thank you. 

The committee stands adjourned subject to call of the Chair. 

(Whereupon, at 11:55 a. m., the hearing was adjourned.) 
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